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OF VAN WERT 











INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMENS MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


NATIONWIDE INSURANCE 
GwtC€ 


Gale & Stone, Boston — Mutual Insurance Bureau, Philadelphia — Lumbermens Mutual Insurance 





Agency, Inc., Mansfield, Ohio, Pittsburgh, Penna—Lumbermens & Manufacturers Mutuals, Inc., 

James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc., 

Atlanta, Ga. — Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City — 
Martin Agency, Seattle. 
























































WADE OMER MARTIN, JR. 


Secretary of State 
Commissioner of Insurance 


STATE OF LOUISIANA 


OMMISSIONER Martin was born at Martinsville, Louisiana and received 

his early education in that city. He received his Bachelor of Arts degree 
from Southwestern Louisiana Institute in 1932 and a Bachelor of Law degree 
from Louisiana State University in 1935. He served as Assistant Attorney Gen. 
eral from 1935 to 1940 and until his election to the office of Secretary of State 
practiced law at Baton Rouge. He brings to the office an enviable educational 
background and legal experience. 
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THE FACT FINDER 


An Old Time Proposal in New Form 


HE days between June and 

September are probably the 

most trying of the year to the 
unfortunate individual charged with 
the responsibility of producing any 
sort of publication, especially one de- 
voted to a business which in itself 
tends to be a dry, humorless, under- 
taking void of any but the rarest pe- 
riods sensationalism or melodra- 
matics. It is a period during which 
news, except now for the war, con- 
sists largely of obituaries and vague 
rumors, enlivened by an occasional 
announcement that some individual, 
never before figuring in the public 
prints, had picked a long-shot daily 
double or that a pulchritudinous lady 
lifeguard had saved some wise guy 
who had wandered into six feet of 
water without first learning to swim. 
In short, it is the period “dog days” 


when nothing happens and nobody 
cares. 
Yet even while the summer sun 


burns the grass and shifts into low 
gear the most of those lacking enough 
money, after taxes, to take a vaca- 
tion, things of more or less impor- 
tance do happen and business history 
continues in the making. We were 
reminded of this recently when in 
scraping the editorial barrel in the 
interest of this issue we came across 
some notes on a recent convention 
of the National Credit Men’s Associ- 
ation at Omaha, during a_ period 
when the weather was hot and the 
hotel air-conditioning system was out 
of order. 

The Credit Men’s Association is a 
large and healthy organization which 
is broken down into trade or indus- 
try groups, one of which represents 
the business of insurance. The in- 
surance group is composed of the 
more than 600 insurance men and wo- 
men who hold membership through 


local credit associations, but until 
1943 when the National Association 


created a “National Insurance Com- 
mittee” the group had only an un- 
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official standing with the parent or- 
ganization. For several reasons the 
individual insurance members scat- 
tered across the country evinced little 
interest in the group or the annual 
gatherings held in connection with 
the national convention. This was 
undoubtedly due to the fact that the 
insurance group programs had little 
of interest to offer those in attend- 
ance. Those who did attend had 
small, if any, advance notice of what 
was to be discussed and it was only 
because of local interest among the 
insurance men of the convention city 
that there were as many as the well- 
known corporal’s guard present to 
listen to the few speeches. The mect- 
ings were largely engineered by a 
small group of stock-company offi- 
cials and local agents, mainly from 
New Jersey, interested only in in- 
fluencing the National Association 
to adopt as standard practice the use 
of a so-called “Fact Finder’’-form as 
a supplement to the usual insurance 
report demanded by manufacturers, 
wholesalers and jobbers from indi- 
viduals and firms seeking an exten- 
sion of credit. 

It is, of course, entirely proper and 
good business sense Tor the seller of 
merchandise to have full information 
upon the financial status of the con- 
cern or individual to which he must 
look for payment. Since insurance 
has such a direct relationship to 
credit, it is equally proper and im- 
portant that the seller be informed 
of the extent to which his prospective 
debtor has protected himself and his 
creditors by insurance. Credit ex- 
ecutives have always recognized this 
and it is ordinary practice to require 
of a credit applicant a form of insur- 
ance report designed to produce such 
information. It may be that the form 
is inadequate, as we suspect, and not 
always completed truthfully, but be- 
cause the negotiations between a 
seller and a buyer in the matter of 
granting credit is a confidential un- 





4—September, 1944 


dertaking in which the creditor re- 
sists too close investigation or the in- 
terjection of a third party, the form 
is the. only way through which the 
credit executive may obtain the de- 
sired information without endanger- 
ing a relationship which he wants to 
keep pleasant. 

The “fact finder” is an ingenuous 
scheme thought up by the New Jer- 
sey Association of Stock Insurance 
Agents and first presented to the 
Credit Men’s Association with the 
claim that once the form was adopted 
by the National Association the wor- 
ries of credit grantors as to whether 
their debtors were properly covered 
by insurance would be at an end. All 
that was necessary, they said, was to 
have the proper executive of the 
credit grantor send to a local insur- 
ance agent, in the home town of the 
credit applicant, a letter giving him 
authority to call upon such credit ap- 
plicant and secure from the latter 
answers to a lengthy questionnaire 
concerning the insurance coverages 
which he did not have. This was, of 
course, supplementary to the infor- 
mation which the credit applicant had 
already been required to supply di- 
rect. Here indeed, was a plan built 
to order for the local agent. No 
longer would he have to figure out 
some approach to the local business 
man who had been brushing him off 
with the statement that he was “not 
interested.” Everyone did business 
and sooner or later he would have a 
letter of authority that would carry 
him into Mr. Business Man’s private 
office. Perhaps Mr. Business Man 
would not like the procedure but it 
certainly was a great sales opener. 
However, it did not take the average 
credit executive, who is usually a 
right smart individual, very long to 
figure out that the fact finder might 
be more properly called the “door 
opener” and he shied away from it 
like a skittish horse at the sight of 
his first automobile. It was just a 
little too apparent that the scheme 
was to inject an interloper between 
the credit grantor and his prospec- 
tive customer, and while the latter 
might be willing to have his banker 
joined in his effort to obtain needed 
credit, it was almost certain that his 
reaction to being forced to negotiate 
through a local insurance agent would 
be decidedly against the concern 
which was, after all, anxious to sell 
him a bill of goods. 

But the fact that the credit men 
did not like the idea was no deter- 
rent to those who had conceived it. 
At the annual convention of the cred- 
it men held in Toronto in 1940, an 
attempt was made to get the resolu- 
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tions committee of the Credit Men’s 
\ssociation to take some action look- 
ing to the adoption of the plan—but 
there was a slip-up somewhere along 
the line and nothing happened. At 
the next meeting in New Orleans in 
1941 the proposal was again advanced 
with one of the Louisiana old-school 
anti-mutual rabble rousers on hand 
to extol its alleged virtues. Upon 
that occasion, however, it developed 
that the gentlemen who direct the 
affairs of the National Association 
Credit Exchange had been looking 
into the matter and turned a deaf ear 
to the. proposal. In Cincinnati in 
1942 the fact finder wasn’t even men- 
tioned and those who had opposed it 
as likely to become a boomerang 
against the credit men thought it was 
a dead pigeon. 


3ut not so! A new approach was 


being surveyed. At the convention 
in St. Louis in 1943 the credit men 
appointed a National Insurance Com- 
mittee representing the various insur- 
ance interests. How the New Jersey 
hoys managed later to have some sub- 
stitutes appointed to act for certain 
members of that committee is another 
story which we may relate some of 
these days when the weather is cooler 
and we have space that can be used 
for no better purpose. At any rate, 
the National Insurance Committee— 
the substitutes acting—turned up in 
the sultry heat of the Omaha conven- 
tion of this year with a new proposal 
for the consideration of the resolu- 
tions committee. That proposal was 
an adroitly-drawn document called a 
“Declaration on Insurance” but it 
fooled no one, much less those who 
had seen the report of the Insurance 
Committee signed by. a_ substitute 
member of the committee, and it cer- 
tainly failed to fool the members of 
the resolutions committee who were 
informed of the long-time effort to 
foist on the organization the old fact- 
finder form, now appearing in a new 
dress. 


Here was a suggested declaration 
“that it is desirable that a test be 
made in some states under actual 
working conditions to determine the 
extent to which credit men want spe- 
cific insurarice information in con- 
nection with certain credit grants and 
that in so far as available the Associ- 
ation seek and make use of any fa- 
cilities which may be offered by any 
insurance organization. * * *” Cer- 
tainly those familiar with the grand 
strategy of the sponsors of the 
scheme could not mistake the purpose 
of that declaration, but lest there 


might be some slow thinkers among 
the insurance men the report to the 
insurance group, just to make things 


clear, said “New Jersey could put it 
into effect quickly because they are 
familiar with the idea and anxious 
to try it out.” 


We believe that the plan being 
urged upon the National. Credit 
Men’s Association is nothing but a 
plan to open doors for local stock 
agents and in practice would redound 
to the discredit and embarrassment of 
those credit executives who made use 
of it. In this belief we are joined 
by a large number of credit execu- 
tives who have studied the plan. Mu- 
tual insurance refuses to be identified 
with the promotion of such a scheme. 


FIRE PREVENTION| 
HE week of October 8-14 will 
once again be observed nation- 
ally as Fire Prevention Week. 
Insurance men need to be told little 
about the seriousness of fire. They 
are well aware of its deep inroads 
into our national economy. 


sut the public at large, while more 
alert to the danger than it has been, 
is still not fully aware of the neces- 
sity for personal assumption of re- 
sponsibility in this respect. And un- 
til every man, woman and child in the 
country does everything in his or her 
own home and at work to minimize 
fire damage, our national losses will 
continue. 


Those in the field of insurance can 
do much to strengthen fire defense by 
stimulating interest in the subject in 
their own communities, and among 
their own friends and neighbors. 


Those in other lines of endeavor 
can not be expected to be as conscious 
of the dangers of fire as are those 
who daily deal with its results, but 
they have a very real interest in it 
since every dollar thus lost is a charge 
against national income and through 
that touches every wage earner. Prop- 
erty and life lost through the rav- 
ages of fire is not recoverable and in- 
surance is but poor compensation for 
their loss, especially when it is re- 
membered that every fire is a pre- 
ventable one. 


Perhaps the subject of fire defense 
seems difficult to “sell” at this time 
when all eyes are straining overseas. 
It isn’t. It is only necessary to point 
out that the loss of 10,000 lives by 
fire every year is just as tragic as the 
loss of that many lives in battle. At 
least the soldier dies for a cause. The 
fire victim dies needlessly. We sug- 
gest a reading of the article “Fire—A 
National Menace’ which appears in 
this issue. 
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Mutuals on State Regulation 


Insurance Commissioners Committee receives 
brief expressing opinion of mutual carriers 


T a meeting of the subcommit- 
tee of the National Associa- 
tion of Insurance Commission- 

ers held at Chicago, August 16, A. V. 
Gruhn, General Manager, American 
Mutual Alliance presented the views 
of the mutual fire and casualty insur- 
ance companies with respect to the 
situation growing out of the recent 
S.E.U.A. case and filed a formal 
statement on behalf of such compan- 
ies. 

In presenting the views of the mu- 
tual companies Mr. Gruhn expressed 
regret that the suggested all-business 
committee proposed at the June meet- 
ing of the commissioners had failed 
to accomplish anything because of the 
attitude of a single group which had 
taken the position that the commit- 
tee was intended to function only for 
the period of the June convention. 

Mr. Gruhn stated that if the goal 
of the business was to retain exclu- 
sive state supervision, he was of the 
opinion that such objective could be 
attained only by a complete reversal 
of the S.E.U.A. decision or by a con- 
stitutional amendment which would 
specifically exclude insurance - from 
the commerce clause. He said that if 
this was not the objective, or it was 
considered that the accomplishment 
of such objective was out of the ques- 
tion, the business should then strive 
for the next best objective to which 
all could agree. If this was to retain 
as great a degree of state regulation 
as possible the business should then 
seek congressional action to exempt 
insurance from all of the acts regulat- 
ing, commerce, possibly excluding 
such measures as the wage and hour 
and the labor relations acts, but in- 
cluding the Federal Trade Commis- 
sion, the Robinson-Patman and _ the 
Sherman and Clayton acts. 

Mr. Gruhn expressed the opinion 
that if Congress was unwilling to go 
as far as his suggestion would carry 
it, the underlying reasons for such 
unwillingness would probably ad- 
versely affect the Bailey-Walters bill 
in which event consideration should 
be given to amending the Sherman 
and Clayton acts to allow the federal 
government to retain authority over 
the business in the matter of “un- 
wholesome and nefarious monopolis- 
tic practices and to permit the com- 
panies to act in concert in the devel- 
opment, promulgation and agreement 
to use rates where such rates were 


subject to the approval or disapprov- 
al of the state insurance commission- 
.” 

The final suggestion by Mr. Gruhn 
was that the Graves committee with 
representatives of the business con- 
fer with the congressional leaders of 
both parties in an effort to develop 
a legislative program most likely to 
receive the favorable consideration of 
Congress. 

The formal statement filed on be- 
half of the mutual companies follows. 

HE decision of United States 

Supreme Court in the case of the 
United States of America vs. South- 
Eastern Underwriters Association, et 
al, 88 L. Ed. 1082, decided June 5, 
1944, ruled that insurance is com- 
merce, and that when transacted on 
an interstate basis it becomes inter- 
state commerce subject to the general 
provisions in the federal code relat- 
ing to interstate commerce. 

Assuming that this decision stands, 
we are faced with the problem of de- 
ciding numerous legal and practical 
questions because many federal laws 
have not been considered as applicable 
to the insurance business. We have 
also the many questions of jurisdic- 
tion which must be decided in order 
to delineate the field within which a 
state may legislate with reference to, 
or may regulate or tax, the insurance 
business and the field within which 
the federal jurisdiction is exclusive, 
or if those fields are not to be deter- 
mined according to customary rules, 
then what federal legislation is re- 
quired to bring about the solution 
that is conceived to be for the best in- 
terests of the country. 

Section 8 (3) of Article I of the 
Constitution of the United States 
provides that “the Congress shall 
have power * * * (3) To regulate 
Commerce with foreign Nations and 
among the several States and with the 
Indian Tribes; The Tenth Amend- 
ment provides that “The powers not 
delegated to the United States by the 
Constitution, nor prohibited by it to 
the States, are reserved to the States 
respectively, or to the people.” While 
the rule prevailed that insurance was 
not commerce the Federal Govern- 
ment had no constitutional right to 
regulate it. Now that insurance has 
been held to be commerce, the power 
of Congress is applicable to those fea- 
tures of insurance which may be said 
to constitute commerce between the 
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states. In that field, Congress is su- 
preme. It can pre-empt the field, it 
can deny the State any right to regu- 
late or it can limit the field within 
which the State may regulate. 

There are a large number of Fed-- 
eral statutes which have been enacted 
in the exercise of Congressional pow- 
er with respect to interstate com- 
merce. Among these, The Sherman 
Act (15 U.S.C. §§ 1-11), The Clay- 
ton Act (15 U.S.C. §§ 12-27 except 
13a, 13b, 13c, and 21a), The Robin- 
son-Patman Act (15 U.S.C. §§ 13a, 
13b, 13c and 2la), and the Federal 
Trade Commission Act (15U.S.C. 
$$ 41-46, 47-58) have been regarded 
as those which may have an impor- 
tant effect upon the insurance busi- 
ness and while it is as yet not possi- 
ble to apprehend fully and perfectly 
the effects upon the insurance busi- 
ness of the decision (see Appendix 
A) it is apparent that one important, 
perhaps the most important, effect is 
to make illegal, under the Sherman 
Act, combinations to make and main- 
tain rates.* 

This generalization is subject to an 
important qualification which arises 
from the case of Parker vs. Brown 
(317 U.S. 341). That case holds 
that the Sherman Act does not apply 
to state action. Thus, if the rates 
made by such combinations become 
the act of the State Government so 
as to be within the doctrine of Parker 
vs. Brown, the Sherman Act does not 
forbid such combinations. It is not 
entirely clear, however, that rates de- 
termined by a bureau but not effective 
until approved by state authority are 
Acts of the State Gevernment—since 
a State cannot authorize the doing of 
acts forbidden by the Sherman Act 
--and it seems that bureau fixed 
rates, operative unless disapproved 
by State authority, are not safely 
within Parker vs. Brown. Thus, we 
may conclude that rates in use under 
several existing State rating laws 
may not satisfy the test which is to 
he applied. 

Apart from activities in rate mak- 
ing permitted under Parker vs. 
Brown, it would seem that coopera- 
tive statistical ventures “. . . truly de- 
signed to accomplish only the pur- 
pose of providing a scientific basis 
“This memorandum uses the terms “rates,” 
“rating systems,” etc., in a very broad sense. 
They are intended to include besides premium 
charges the coverage to be afforded therefor, as 


well as underwriting rules, classifications and 
plans of application. 
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for the rate structure .. .”’ could be 
operated legally. These would involve 
the exchange of experience and co- 
operation between companies in clas- 
sifying and evaluating such experi- 
ence for the purpose of establishing 
pure premiums rather than final rates 
and would leave such company free 
to charge such final rates as a com- 
pany may see fit to charge, subject 
only to such tests as the state law 
might make applicable. At present, 
neither the casualty insurance busi- 
ness nor the fire insurance business is 
adjusted to operate under such a svs- 
tem. 

While it may not be impossible for 
the business to equip and adjust it- 
self to operate under the opinion it is 
a fact that a considerable period of 
time will be necessary to obtain such 
equipment and to make such adjust- 
ment. Furthermore, the general opin- 
ion is and has been that the insurance 
business should not be under rating 
systems as inflexible as those which 
would exist if the States set out to 
build a system which would comply 
clearly with Parker vs. Brown, 1.e., 
systems under which the States make 
the rates. Nor is it established that 
it would be in the public interest to 
have the business operate with as 
much free play of competitive forces 
as would be involved under a system 
in which only the pure premium was 
established. 

Indeed the difficulties which are 
presented by either alternative and by 
other aspects of the problem are so 
great as to present a close question 
as to whether the immediate solution 
is not to be sought in an effort to re- 
turn to the status which existed be- 
fore the opinion, either as a matter of 
permanent policy or as affording by 
law, a definite adjustment period. If 
this sort of a solution is to be sought 
it is not obtainable solely by way of 
the Walter Bill (H.R. 3270) because 
that Bill fails to include Federal acts 
which may bear upon some long es- 
tablished practices in the insurance 
business generally regarded as being 
in the public interest. In addition it 
is doubted that the insurance business 
should seek to free itself from Fed- 
eral restraints as to certain monopo- 
listic and coercive practices alleged to 
exist. Further there is a question as 
to whether Congress having the ex- 
clusive power to regulate commerce 
between the several states, can fully 
divest itself of such power to the ex- 
tent that state action which unduly 
burdened such ‘commerce would be 
sustained if challenged. 

Regardless of the ultimate answer 
to this question and recognizing that 
“the precise boundary between Na- 
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tional and State power over com- 
merce has never yet been, and doubt- 
less never can be, delineated by a 
single abstract definition’ (United 
States of America v. South-Eastern 
Underwriters Association, et al.) it 
is clear that unless Congress sees fit 
to pre-empt the field the States can 
regulate it to a very considerable de- 
gree. 

Under the decision, however, and 
in the absence of further Federal leg- 
islation, such regulation at least so 
far as it pertains to rates must go 
either in the direction of State-made 
rates or in the direction of free com- 
petition in rates. Neither of these al- 
ternatives offers a complete or satis- 
factory solution. 

Thus it would seem that the first 
step toward a solution, other than by 
« return to the old status or by erect- 
ing a complete system of Federal 
regulation, would be so to amend the 
Sherman Act as to make as certain 
as possible that a system of State reg- 
ulation of rates can be constructed 
without danger of it being held to be 
in conflict with such Act. This re- 
quires a change in the Sherman Act 
to exempt from its operation combin- 
ations to make and maintain rates 
and rating rules, when such rates are 
applicable only after approval, or 
after failure to exercise the right of 
disapproval, by the State supervisory 
authority. Such amendment might or 
might not contain a statement of the 
principles, not as yet fully agreed 
upon, which should be embodied in 
State rating laws. 

It would also be advisable to amend 
the Sherman Act to make certain that 
combinations to pool statistics for the 
purpose of ascertaining pure premi- 
ums are not inhibited by it. 

We recommend ‘that’ such amend- 
ments be enacted. 

Once such amendments are enacted 
the States which do not now regulate 
rates could proceed with the task of 
erecting their regulatory systems. It 
is believed that it will be apparent to 
the States that such systems if they 
are to endure must not be too rigid 
and must not involve so much varia- 
tion, as between States, as to make 
operations on a national scale overly 
difficult. 

If some States saw fit not to enact 
rate regulatory laws, operation in 
such States would have to be within 
the bounds of the anti-trust laws. 

In view of the magnitude of the 
task of enacting laws and preparing 
for their administration it is clear 
that a considerable period of time 
must be allowed. Thus, we recom- 
mend that, as to insurance, Congress 
entirely suspend the operation of the 


Sherman Act, The Clayton Act, and 
the Federal Trade Commission Act 
until July 1, 1947. 

It is true that the scope of the sus- 
pension suggested is broader than is 
necessary in order to permit rating 
systems to be developed, in that it will 
permit the continuation of the old 
status as to many other activities 
some of which are not essential to the 
proper conduct of the business. It 
seems reasonable, however, to fix a 
definite and reasonable period within 
which the business may adjust itself 
to the sweeping effects of the deci- 
sion and within which to consider 
permanent policies as to many activ- 
ities, other than rating activities, 
which are of questionable legality at 
the moment. 

Fixing a definite time for the tran- 
sition period will remove uncertain- 
ties as to the time limit which At- 
torney General Biddle had in mind 
when he said: “The Department of 
Justice realizes that the insurance 
companies will need to adjust their 
practices so as to accommodate them- 
selves to the Supreme Court decision 
and will be guided by this consider- 
ation” (statement of Honorable 
Francis Biddle, Congressional Rec- 
ord, July 23, 1944, p. A3632) and 
should serve to put a stop to prosecu- 
tions initiated by private persons. 

The merit to the suggested Fed- 
eral legislation which combines im- 
mediate amendment of the anti-trust 
laws with a period of temporary sus- 
pension of such laws as applied to 
the business of insurance is that the 
Federal pattern to follow such period 
of suspension is established, in part 
at least, immediately thus enabling 
the appropriate type of state regula- 
tion to be developed during such pe- 
riod, 

ee ee @ 


S to the Robinson-Patman Act, 
which amends the Clayton Act 
and provides for criminal penalties 
fer price discrimination, there is sub- 
stantial doubt that it applies to the 
insurance business. The act refers 
to “commodity,” “goods,” “wares” 
or “merchandise.” In ordinary lan- 
guage, these terms do not apply to 
insurance. 

In the price discrimination section 
of the act the terms and language 
cannot be applied with any certainty 
to the insurance business. State laws 
are already in effect in most states 
which prohibit rebates or unfair price 
discrimination. 

One section of this act prohibits 
the payment, with certain reserva- 
tions, of commissions by a seller or 
buyer to any person who is the rep- 

(Continued on page 24) 
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Fire--A National Menace 


The continuing and appalling loss through fire makes the 
approaching ‘‘Fire Prevention Week’’ increasingly important 


URING this last year, it is 

estimated that at least 10,000 

lives have been lost as a re- 
sult of fires. The largest percentage 
of these persons died in or about 
their own homes when their clothing 
became ignited from burning rubbish, 
bonfires, open fire places, burning 
matches or cigarettes. Many died as 
a result of smoking in bed. The care- 
less use of flammable liquids such as 
cleaning with gasoline and kindling 
fires with kerosene took large tolls, 
as usual. Hundreds died when they 
became entrapped by fire in their 
homes. 

The week marking the anniversary 
of the great Chicago fire is chosen as 
Fire Prevention Week, not as just a 
7-day period for projecting quickly 
forgotten programs, but rather as the 
initial week of a year-round activity 
which is promoted to make America 
a safer homeland. It falls in early 
October when fire prevention activity 
needs renewed stimulation. About 
ninety per cent of our people norm- 
ally take a vacation in mid-summer, 
or cut down their program of activi- 
ties during the hot months, so there 
is a definite need for awakening in- 
terest in Fire Prevention and Public 
Safety immediately after the summer 
slack period. It is also most appro- 
priate for Fire Prevention Week to 
be observed when schools, just as- 
sembled for. new classes, need special 
guidance in fire drills and other pro- 
tective measures. 

Fire Prevention Week has earned 
a respected place in the program of 
every progressive town and city in 
North America. It signals the open- 
ing of a campaign which should be 
carefully planned so as to enlist the 
cooperation of every organization, 
and of every individual, in the com- 
munity. An enormous amount of 
practical information about fire safety 
has been gained in recent years, and 
it is our patriotic duty, as well as our 
privilege, to use this information in 
a positive united program for safe- 
guarding lives and property. 

While our service men and women 
are sacrificing their lives and endur- 
ing untold hardships in other lands, 
those on the home front must not be 
permitted to remain oblivious to fires 
that destroy daily about a million dol- 
lars worth of war materials here. 
Food or material, destined for over- 
seas but burned up before being 
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Economic disaster often follows peacetime fires and their effect 
on war production is tremendous 


shipped, aids the enemy because it 
hampers our progress toward victory. 

A part of last year’s fire loss is 
rung up on the cash register each 
time you pay for a purchase. In- 
creased living costs, higher rentals, 
surance rates and taxes cover in- 
creased fire losses as well as other in- 
creases induced by war conditions. 
Insurance companies pay losses as 
they occur so business may be recon- 
structed and carried on, but eventually 
the costs become part of the people’s 
cost of living. Burned buildings 
cease to be taxpayers ; other taxpay- 
ers have to make up the difference. 
It is almost impossible to secure ma- 
terials with which to rebuild factories 
destroyed by fire at the present time, 
hut even when materials are plentiful, 
managements sometimes fail to re- 
build a burned business. Economic 
disaster often follows on the heels of 
large fires in peacetime. In wartime, 
their harmful effect on war produc- 
tion is even more far-reaching. 


This is particularly true of fires in 
agricultural areas where food is be- 


ing produced for many sections of 
the world. From eighty to one hun- 
dred million dollars worth of prop- 
erty is destroyed annually in farm 
fires, for good fire protection is as yet 
scarcely known in the great, sparsely 
populated areas of our country. \With 
food acknowledged as a strategic war 
material, this is a highly auspicious 
time for farm families to unite in the 
effort to remove all known fire haz- 
ards from their properties. 


It is estimated that more than half 
of all our fires occur in homes. About 
7,000 people are killed, and about 
twice that number are injured, every 
year ; many of the victims are asphyx- 
iated or trapped by smoke, fire gases 
and flames. While municipalities 
have adopted ordinances to assure 
safety in places of public assembly, 
conditions in residences are generally 
controlled by the people who build 
or live in them. 

400,000 fires occurred in 

homes during the past year and the 

majority of them were attributed to 
(Continued on page 23) 
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Insurance Commissioners Declare Position 


Executive Committee Report Recommends Federal Legislation 


He executive committee of the 

National Association of Insur- 

ance Commissioners meeting at 
St. Louis, Missouri, August 28 and 
29 received and adopted the report 
of its subcommittee on federal legis- 
lation appointed October 7, 1943 thus 
placing the convention on record with 
respect to the situation created by the 
recent action of the United States 
Supreme Court on the so-called S.E. 


U.A. case holding insurance to be 
commerce. The report contains four 
specific recommendations for con- 


gressional legislative action, together 
with a recommendation to the insur- 
ance commissioners of the several 
states that their respective attorneys 
general give favorable consideration 
to the submission of briefs amicus 
curiae in support of a petition for re- 
hearing by the United States Su- 
preme Court in the S.E.U.A. case. 

The full report of the committee, 
consisting of J. Herbert Graves, Ar- 
kansas, chairman; Charles F. J. Har- 
rington, Massachusetts; Newell R. 
Johnson, Minnesota; Edward L. 
Scheufler, Missouri; Robert E. Din- 
een, New York and James M. Mc- 
Cormack, Tennessee, and which now 
expresses the position of the commis- 
sioners’ convention follows: 


HE history of state regulation 

in the United States began early 

in the 19th Century when the 
Commonwealth of Massachusetts 
passed a statute requiring insurers to 
file statements of their condition with 
the Legislature. Gradually the scope 
of regulatory legislation expanded in 
this and other states. In 1851 New 
Hampshire became the first state to 
create an insurance department. 

In 1869 exclusive state regulation 
was sustained by the Supreme Court 
in the famous case of Paul v. Virgin- 
ia (8 Wall 168). The court held 
that insurance was not commerce and 
sustained the provisions of the stat- 
ute of Virginia which gave rise to 
the litigation. The Paul case became 
a landmark in the insurance field and 
for seventy-six years was the law of 
the land, its principle being cited and 
reaffirmed by the United States Su- 
preme Court no less than twenty-two 
different times. 

Section 8 of Article I of the Con- 
stitution of the United States pro- 
vides that, “The Congress shall have 
power * * * TO regulate Commerce 
with foreign Nations and among the 


several states and with the Indian 
Tribes.” The Tenth Amendment to 
the Constitution provides that, “The 
powers not delegated to the United 
States by the Constitution, nor pro- 
hibited by it to the States, are re- 
served to the States respectively, or 


‘to the people.” 


In view of the principle laid down 
in the Paul case, regulation of the 
insurance business by the several 
states developed progressively 
throughout the years. Every state in 
the Union, the District of Columbia, 
and even the Territories, has a divi- 
sion or a department devoted to in- 
surance regulation. Unlike some 
fields of business activity in which 
there was concurrent regulation by 
both the Federal Government and the 
states, regulation of the insurance 
business throughout the period under 
review was conducted exclusively by 
the states. 

This system was of great benefit 
to the public. The insurance busi- 
ness is essentially a financial institu- 
tion in which the maintenance of sta- 
bility is of prime importance. It was 


long recognized that its regulation | 


should be as stable as the business it- 
self and the decisions of the various 
state regulatory authorities were char- 
acterized by a certainty which en- 
abled the business to make long-range 
plans and commitments which are so 
essential to it, the policyholders and 
the public alike. 

All this did not come to pass by 
mere happenstance. From time to 
time efforts were made to federalize 
the regulation of the business. 

In 1866 a bill was introduced in the 
House providing for the creation of 
a national bureau of insurance as a 
subordinate part of the Treasury De- 
partment. The bill was not passed. 
(H. R. 738, 39th Cong., Ist Sess., 
June 29, 1866.) 

In 1868 a bill was introduced in the 
Senate proposing a national bureau 
of insurance. The Dill was not 
passed. (Senate Bill 299, 40th Cong., 
2nd Sess.) 

In 1892 a bill was introduced in 
the House to create the office of 
Commissioner of Insurance. The bill 
was never reported out of Commit- 
tee. (H. R. 9629, 52nd Cong., Ist 
Sess. 

In 1897 a bill was introduced in 
the Senate to declare that insurance 
companies operating outside of the 
states of their incorporation were to 
be deemed engaged in interstate com- 


merce. The bill was never reported 
out of Committee. (Senate Bill 2736, 
55th Cong., 2nd Sess.) 

In December, 1904 President The- 
odore Roosevelt, in his message to 
Congress, suggested that careful con- 
sideration be given to whether the 
contitutional powers of Congress 
with respect to commerce extended to 
transactions in insurance. 

Shortly thereafter a bill was intro- 
duced in the Senate by Senator Dry- 
den to establish a Bureau of Insur- 
ance in the then recently created De- 
partment of Commerce and Labor. 
The bill died in Committee. (Senate 
Bill 7277, 58th Cong., 3rd Sess.) 

Again in 1905 President Theodore 
Roosevelt, in his message to Congress, 
discussed the question of regulating 
interstate insurance _ transactions. 
Consideration of this portion of his 
message was referred to the Commit- 
tees on the Judiciary of the House 
and the Senate. 

The report of the House Judiciary 
Committee, in recommending no ac- 
tion, stated: 

“The question as to the power of Con- 
gress to regulate and control insurance 
corporations created by the States has been 
squarely and fully presented to the Su- 
preme Court of the United States, and the 
court has many times held that insurance 
is not commerce, and that Congress has 
no power to regulate insurance corpora- 
tions or their business. The views of the 
Supreme Court have practically met the 
approval of the bar and business men of 
the United States as being in accordance 
with law and common sense (p. 14). 

* * * 

_ “If there was any doubt upon the sub- 
ject, it has been dispelled by the argument 
made for Federal control. All at once it 
is voiced throughout the nation that a 
way out of the difficulty has been discov- 
ered, and the happy thought is suggested 
that Congress can declare insurance to be 
commerce ; and that on account of the 
great interests involved the Supreme Court 
will reverse itself and the law of the na- 
tion and hold the legislation constitutional. 
The suggestion is not very complimentary 
to the Supreme Court that, on account of 
great interests involved, that tribunal would 
reverse its decisions for a century, abso- 
lutely wipe out and destroy the police pow- 
ers of the States that have so many times 
been upheld by that court” (p. 18). (H. 
R. Rep. No. 2491, 59th Cong.,.Ist Sess., 
March 23, 1906.) 

The Senate Committee on the Ju- 
diciary made a similar recommenda- 


tion. (Sen. Rep. No. 4406, 59th 


Cong., lst Sess., 1906.) 

In 1914 and 1915 resolutions were 
introduced in both the House and the 
Senate proposing an amendment to 
the Constitution to the effect that 
“the Congress shall have the power to 
regulate the business or commerce of 
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insurance throughout the United 
States and its territories or posses- 
sions.” The resolutions were sub- 
mitted to the Committees on the Ju- 
diciary of both the House and the 
Senate. No report was made on the 
resolutions by either Committee. (S. 
J. Res. 103, 63rd Cong., 2nd Sess. ; 
H. J. Res. 194, 63rd Cong., 2nd 
Sess.; S. J. Res. 58, 64th Cong., Ist 
Sess.) 

In 1933 Senator Robinson of Indi- 
ana introduced a resolution calling 
for an amendment to the Constitution 
giving Congress the power to “regu- 
late the business or commerce of in- 
surance throughout the United States 
and all territories subject to the jur- 
isdiction thereof.” The resolution 
died in Committee. (S. J. Res. 51, 
73rd Cong., Ist Sess.) 

The foregoing history of Congres- 
sional refusal to enter the insurance 
regulatory field, together with a long 
list of judicial decisions, to which 
reference has been made, all com- 
bined to encourage and accelerate the 
development of the system of state 
regulation. But that is not all. Not 
only did the states rely upon this long 
and consistent series of judicial and 
Congressional precedents but so did 
the business itself. As a result a 
great institution grew and flourished. 

The insurance business has been 
alert to keep abreast with the ever- 
changing and expanding develop- 
ments of American social and eco- 
nomic life. As American industry 
increased in size and complexity the 
insurance business did likewise. Some 
idea of the complexity of the business 
may be gleaned from the fact that 
the Insurance Law of the State of 
New York makes provision for 
twenty-two major kinds of insurance ; 
namely, life, annuity, accident and 
health, fire, miscellaneous property, 
water damage, burglary and _ theft, 
glass, boiler and machinery, elevator, 
animal, collision, personal injury lia- 
bility, property damage liability, 
workmen’s compensation, fidelity and 
surety, credit, title, motor vehicle and 
aircraft, marine, marine protection 
and indemnity, and insurance of life 
of property. 

This list is by no means all-inclu- 
sive. Each of these major kinds of 
insurance embraces a wide variety of 
coverages, in some instances running 
into the hundreds. All of this devel- 
opment has of necessity been based 
upon affirmative state regulation and 
the inapplicability of existing federal 
statutes such as the Federal Trade 
Commission Act, the Robinson-Pat- 
man Act and the Sherman and Clay- 
ton Acts. 
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N June 5, 1944 the United States 

Supreme Court handed down 
its decision in the South-Eastern Un- 
derwriters case. This decision com- 
pletely reversed the fundamental ba- 
sis underlying state regulation of the 
business by holding that insurance 
was commerce. 


One of the immediate effects of 
this decision was to make applicable 
to the insurance business a series of 
federal acts which will be, in many 
instances, in direct conflict with the 
provisions of state laws. 


Another effect, and one equally 
mischievous, was to subject state reg- 
ulation and the business to a long line 
of judicial decisions interpreting the 
commerce clause of the Federal Con- 
stitution and other federal regulatory 
acts enacted pursuant thereto. . The 
practical effect of this may be to im- 
pair in some respects the well-estab- 
lished regulation by the states and 
the conduct of the business itself. To 
substitute a case-by-case determina- 
tion of vital problems for orderly 
regulation and management can 
scarcely be regarded as a progressive 
step. Moreover, companies, boards, 
officers and employees relying upon 
what they regarded as the established 
law of the land, may have become 
overnight subject to criminal liabil- 
ity—all in the absence of an act of 
Congress specifically regulating the 
insurance business. 





In directing attention above to 
some of the major consequences of 
the decision, the sub-committee’s in- 
tention is to emphasize the impor- 
tance of the situation now confront- 
ing the states and the industry alike. 
It is not to say that they constitute 
the only effects. As a matter of fact, 
the sub-committee also found that a 
number of other unfavorable devel- 
opments have occurred. By this we 
do not mean the routine readjust- 
ment problems flowing from the or- 
dinary court decision ; we mean prob- 
lems jeopardizing the effectiveness of 
some of the regulatory functions of 
the states and potentially affecting 
vital sources of state revenue. The 
problems created for the insurance 
industry are equally grave. Those 
familiar with the industry who pre- 
dicted endless litigation have already 
seen their fears in this respect begin 
to materialize. These and kindred 
developments cannot but cause con- 
cern to those state officials entrusted 
with the responsibility of administer- 
ing and enforcing state insurance 
laws. They know that in the final 
analysis the insurance-buying public 
and the public at large will be ef- 
fected adversely thereby. 
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It must be apparent to all thinking 
people that this uncertain and _ intol- 
erable state of affairs cannot be al- 
lowed to continue. 

, eee 

HIS Sub-Committee on Federal 

Legislation was appointed by the 
Executive Committee of the Nation- 
al Association of Insurance Commis- 
sioners on October 7, 1943. It was 
directed to function as a fact-finding 
body in connection with existing and 
proposed federal legislation. Logi- 
cally, when the decision in the South- 
Kastern Underwriters case was made, 
the sub-committee’s efforts became 
more intensified. Consequently, pur- 
suant to a resolution adopted at the 
meeting of the National Association 
of Insurance Commissioners held at 
Chicago in June of this year, it un- 
dertook the task of making specific 
recommendations to the Executive 
Committee of the Association not 
later than September Ist of this year. 

Notices of its meetings were wide- 
ly publicized. All interested persons 
were invited to appear. Requests were 
made for the submission of memo- 
randa and briefs so that the sub- 
committee would have the benefit of 
any technical research made into this 
problem by others. These were sup- 
plemented by public and private hear- 
ings at which interested parties ex- 
pressed their views orally. In addi- 
tion to these sources of information, 
the various members of the sub-com- 
mittee, representing a geographical 
cross-section of the country, each one 
the chief administrator of the insur- 
ance department in his own state, had 
available to them the facilities and 
background of their respective insur- 
ance departments, all of them with 
histories ,extending back many dec- 
ades: All material and evidence pre- 
sented was carefully weighed. 

As a result of its deliberations the 
sub-committee found an overwhelm- 
ing sentiment for the retention of 
state regulation. The arguments ad- 
vanced in its favor were compelling. 
Chief and foremost among them was 
the fact—undisputed—that because 
the states are closer to the people than 
is the nation, they are better able to 
deal with insurance problems arising 
in their several jurisdictions. 

Second, and of equal importance, 
is the fact that the insurance business 
does not lend itself to a rigid, cen- 
tralized control. Flexibility is of the 
essence. Regulation must be geared 
to regional and sectional needs. 

A third and equally persuasive rea- 
son, although one which flows from 
the first two, is the record of the busi- 
ness in this country, extending back 
over 100 years, and the service which 

(Continued on page 22) 
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Inland Marine and Aviation Insurance 
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THE I. C. C. CLAUSE ON 
‘CARGO POLICIES 


CTING under authority of the 
Motor Carrier Act of 1935, 
the Interstate Commerce Com- 

mission requires that an endorsement 
be attached to insurance policies cov- 
ering cargo carried on motor trucks 
operated in interstate commerce. This 
cndorsement changes the coverage of 
the policy to a material degree and 
the effect of the endorsement fre- 
quently is not given proper considera- 
tion by underwriters and adjusters. 

Within certain limits, the endorse- 
ment makes the insurance policy al- 
most an “All Risk” policy as to the 
shipper and consignee. The insur- 
ance company becomes liable directly 
to the shipper or consignee for any 
loss or damage for which the insured 
trucker may be held legally liable. 
Under common and statute law and 
the usual bill of lading, it is consid- 
ered that the carrier is liable to the 
shipper or consignee for all losses 
regardless of cause, with the excep- 
tion of Acts of God, acts of the pub- 
lic enemy, the act or default of the 
shipper, action of public authority, 
the result of inherent vice of the car- 
go, and riot and strike. When these 
exceptions are examined, it is clear 
that the insurance company becomes 
liable to the shipper or consignee for 
hazards far beyond the coverage nor- 
mally contemplated in the Motor 
Truck Cargo policy. 

One section of the endorsement 
reads: 

“Within the limits of liability herein- 
after provided it is further understood and 
agreed that no condition, provision, stipula- 
tion, or limitation contained in the policy, 
or any other endorsement thereon or vio- 
lation thereof, or of this endorsement by the 
insured, shall affect in any way the right of 
any shipper or consignee, or relieve the 
company from liability for the payment of 
any claim for which the insured may be 
held legally liable to compensate shippers 
or consignees, irrespective of the financial 
responsibility or lack thereof or insolvency 
or bankruptcy of the insured.” 

This provision sets forth the right 
of the shipper or consignee to go di- 
rectly to the insurance company for 
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compensation in case of loss. Of 
particular importance to the under- 
writer is the fact that the insurance 
company’s liability persists in spite 
of irresponsible financial condition or 
bankruptcy of the insured trucker. 
Wherever an I. C. C. Clause is at- 
tached to a Motor Truck Cargo pol- 
icy, it becomes of the utmost impor- 
tance for the insurance company to 
investigate and keep itself continually 
informed regarding the financial sol- 
vency of the trucker. There are fre- 
quent cases where insurance compan- 
ies have been held liable for loss or 
damage to goods which have been in 
the hands of insolvent truckers. The 
damage may have resulted from care- 
lessness or even deliberate fraud on 
the part of the trucker. The insur- 
ance company is still obligated to pay 
the shipper or consignee and if the 
trucker is bankrupt, the insurance 
company has little hope of recover- 
ing. 

Wherever a trucker goes bankrupt, 
it is extremely important for the in- 
surance company to proceed imme- 
diately to the headquarters of the 
trucker and investigate all claims 
which are pending against the truck- 
er. It may be found that some of 
the missing goods will be in the in- 
sured’s warehouse and unclaimed for 
lack of proper identification. In 
cases of bankruptcy, any unclaimed 
goods remaining in the hands of the 
trucker may be sold at auction. The 
insurance company thereby loses the 
chance of placing this goods in the 
hands of the proper parties and mak- 
ing good some of the claims. 

Another section of the endorse- 
ment is one which is sometimes over- 
looked by adjusters and loss depart- 
ments in the handling of Motor 
Truck Cargo losses. It reads: 

“However, all terms, conditions, and lim- 
itations in the policy to which this endorse- 
ment is attached are to remain in full force 
and effect as binding between the insured 
and the. Company. The insured agrees to 
reimburse the Company for any payment 
made by the Company on account of any 
loss of or damage involving a breach of 
the terms of the policy and for any pay- 
ment that the Company would not have 
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been obligated to make under the provisions 
of the policy, except for the agreement con- 
tained in this endorsement.” 


The preceding remarks regarding 
liability of the insurance company to 
the shipper or consignee are of mere- 
ly academic importance to the insur- 
ance company as long as the trucker 
remains solvent and cooperative. By 
the provision just quoted, it is made 
a condition of the contract that the 
insured trucker will reimburse the 
company for any payment which is 
not covered by the regular terms of 
the policy. As a matter of practical 
loss adjustment, it is simpler for the 
trucker to pay directly to shipper or 
consignee any loss for which he is 
responsible but for which the insur- 
ance company is not liable to him. 
This will save the trouble and ex- 
pense of having the insurance com- 
pany make payment and then go to 
the trucker for reimbursement. 

The endorsement contains a pro- 
vision limiting the insurance com- 
pany’s liability to $2,000 for any one 
accident and $1,000 for cargo on any 
one vehicle, but there is no limitation 
on the total amount of liability for 
which the company may be held. In 
one case recently coming to the at- 
tention of the writer a trucker went 
bankrupt with more than 200 claims 
pending against him for which the 
insurance policy was not liable as to 
the trucker. These claims were prin- 
cipally the result of misdelivery, lost 
articles and improper packing. The 
amount of each loss varied from a 
few dollars to over $600. The aggre- 
gate claims to be paid to shippers and 
consignees on the account of this 
bankrupt trucker amounted to several 
thousand dollars. The insurance com- 
pany failed to take immediate steps 
to investigate pending claims when 
notice of bankruptcy was received 
and all the unclaimed articles were 
sold at auction. It later appeared that 
at least half of the 200 claims could 
have been satisfied by the unclaimed 
articles in the warehouse had the 


company taken immediate steps to in- 
vestigate them when notice of bank- 
ruptcy was received. 
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INSURANCE NEWS DIGEST-- FIRE AND CASUALTY 


Covering Period From August 1, 1944 Through August 31, 1944 








307. BAILEY BILL OPPOSED. Organized labor opposi- 
tion to the Bailey bill has appeared from the Con- 
federated Unions of America whose secretary, Don 
Cameron has asked the Senate Judiciary Committee 
for an opportunity to appear against it when hear- 
ings are reopened. In a recent statement Cameron 
said: "We are opposed to the bill for the same rea- 
sons the A. F. of L. and C. I. 0. are. Our inter- 
pretation is that provisions of the National Rela- 
tions Act and the Wage and Hour Act for the benefit 
and protection of labor would be tossed out of the 
window if the Bailey bill becomes law." Cameron 
claims that the Confederated includes the Interna- 
tional Union of Life Insurance Agents. 


308. DEPUTY COMMISSIONER. M. 0. Stout has been ap- 
pointed Deputy Superintendent of Insurance for the 
District of Columbia and will be in charge of the 
supervision of fire insurance rating, compensation 
and compulsory motor vehicle insurance. Mr. Stout 
has had 20 years experience in the insurance busi- 
ness having first been connected with the Richmond 
office of the S.E.U.A. Later he was with the Vir- 
ginia Rating Bureau and the Virginia Insurance De- 
partment serving under the late Colonel Joseph 
Sutton. He assisted in the organization of the 
Virginia Automobile Mutual and was connected with 
it for a while, later going to Washington and serv- 
ing for a time as Insurance Technical Adviser with 
the War Department Insurance Division. In the Dis- 
<rict Insurance Department he has handled workmen's 
compensation filing, rates and rules. as well as 
insurance on motor vehicles for hire under a re- 
quirement of the Compulsory Insurance Act. In his 
new position he will have as his assistant Mr. Law- 
rence Cook, who for 12 years has been with the Dis- 
trict of Columbia Government-in its auditing depart- 
ment and on the staff of the budget officers, and 
still more recently with the District Insurance De- 
partment as an examiner. 


309. SIMS WANTS SIMPLIFICATION. Insurance Commis- 
sioner Sims of West Virginia has announced that he 
is calling upon the casualty companies to simplify 
their automobile liability and property damage con- 
tract. Commissioner contends that during the pe- 
riod since 1933 policies have become complex "and 
beyond the comprehension of the average person." 


310, AMERICAN BAR ASSOCIATION. The advance program 
for the meeting of the American Bar Association which 
will convene at the Medinah Club, Chicago September 
i1-13 has been completed and published. The Insur- 
ance Section will open with a general session on 
Monday, September 11 under the chairmanship of 
Frank E. Spain of Birmingham, Alabama and will con- 
tinue with roundtable sessions on Tuesday and a 
closing general session on Wednesday, September 13. 
Speakers listed include Honorable Joseph C. Hut- 
cheson, Jr., Judge of the United States Court of 
Appeals, Houston, Texas on "Fact and Law in Insur- 
ance Cases"; Edwin W. Patterson, Professor of Law, 
Columbia University on "Administrative Laws That 
Affect State Supervision", and James M. Guiher, 
Clarksburg, West Virginia on "United States v. 
South-Eastern Underwriters." Roundtable discus- 
sions will be participated in by some 30 individuals 
covering the subjects "Automobile Insurance Law," 
"Fire Insurance Law," "Health and Accident Insur- 
ance Law," "Workmen's Compensation Law," "Fidelity 
and Surety Insurance Law," "Marine and Inland Ma- 
rine Insurance," "Aviation Insurance Law," "Casu- 
alty Insurance Law," "Insurance Law Practice and 
Procedure" and "Life Insurance Law." 


311, ORGANIZE AGENTS' ADVISORY BOARD. In a move to 
co-ordinate the experience of agents in the field 
with that of ideal men of the home office staff, 


Lumbermens Mutual Casualty Company has selected 15 
top-ranking agents as an Agents' Advisory Council. 
These were selected on the basis of their contribu- 
tions to a recent idea contest conducted by the com- 
pany and include Bryson Thompson, New Haven; G. A. 
Tetley, Cleveland; Leon Ashton, Wilmington, Del.; 
E. H. Deming, Middletown, N. Y.; J. W. Freeman, Sal- 
isbury, N. C.; John Chappell, Jr., Richmond, Va.; 
Paul Jenson, Holliston, Mass.; Sidney Sherwin, Ba- 
tavia, N. Y.; Walter Stone, Boston; C. M. Westbrook, 
Charlotte, N. C.; Lee Weingart, Akron; C. W. Baker, 
Wilson, N. Y.; A. R. Dearborn, Birmingham; Earl 
Graef, Detroit; Katherine Sullivan, Trenton. 


312, CALIFORNIA RULING. Insurance Commissioner 
Maynard Garrison, California has emphasized the im- 
portance of his recent ruling governing the trans- 
action of insurance in connection with the sale or 
financing of motor vehicles. The ruling provides 
that either the motor vehicle dealer who transacts 
insurance must be licensed to do so or the insurance 
must be personally transacted by another duly li- 
censed person. Commissioner Garrison points out 
that the ruling was promulgated to correct certain 
specific abuses in the field of automobile insurance 
and states that a strict enforcement of the ruling 
is necessary for the good of the entire insurance 
business even though in certain specific instances 
inconveniences may result. He states that appar- 
ently many regularly licensed insurance producers 
have felt that they could accept the business of the 
type covered cy the ruling from an unlicensed motor 
vehicle dealer if they aid not pay that dealer any 
commission and points out that this impression is 
an erroneous one. Copies of tne ruling may be se- 
cured from the Department upon request. 


313, PRESIDENTS ELECTED. The Life Insurance Associ- 
ation of America, formerly known as the Association 
of Life Insurance Presidents has selected James A. 
Fulton, president of the Home Life Insurance Con- 
pany of New York as its president. As president Mr. 
Fulton will be ex officio a member of the board of 
directors and all committees. The companies rep- 
resented in the new association hold 87% of the as- 
sets of all United States and Canadian legal re- 
serve life insurance companies. 


314, LICENSE GRANTED. Following the completion of 
its reorganization on August 7 the St. Paul Casualty 
Company has been licensed by the Minnesota Insur- 
ance Department. It is reported that the individ- 
uals interested in the reorganizatfon will probably 
change the name of the company in the near future. 


315, CELEBRATES ANNIVERSARY. L. J. Carey, general 
counsel of the Michigan Mutual Liability Company, 
Detroit celebrated the completion of 25 years serv- 
ice with the company August 1. Mr. Carey is widely 
known as an authority in insurance law and is a 
member of the insurance sections of the American 
Bar Association, the Michigan Bar Association and 
the Detroit Bar Association. He was the organizer 
and first president of the Detroit Adjusters Associ- 
ation and is active in the affairs of the Interna- 
tional Association of Insurance Counsel. 


316, AGAINST BAILEY BILL. The National Association 
of Mutual Insurance Agents has requested the Na- 
tional Association of Insurance Commissioners to 
oppose passage of the Bailey bill now pending in 
the Senate and to accept the offer of Senator Joseph 
C. O'Mahoney to "cooperate in the drafting of appro- 
priate legislation to permit the insurance business 
to continue joint rating bureaus, underwriters as- 
sociations and other groups the function of which 
is to bring about helpful, cooperative action. 
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317. COUNTERSIGNATURE OF POLICIES. Gregg L. Neel, 
Commissioner of Insurance of Pennsylvania has re- 
cently ruled that under the law of that state a li- 
censed insurance agent may not transfer by power 
of attorney to an unlicensed clerk or assistant his 
authority to countersign policies. The ruling of 
Commissioner Neel states in part "The privilege of 
countersignature obtained under an _ insurance 
agent's license may not be transferred to other per- 
sons. Companies, associations and exchanges are 
ordered to cease the practice of being parties by 
approval of such transfer of license authority by 
power of attorney and agents are warned directly 
and specifically to cease and desist from this prac- 
tice." 


318, IMPROVED RISK MUTUALS. Fred A. Rye has re- 
signed as general manager of the Improved Risk Mu- 
tuals but will continue his connection with the or- 
ganization in a consulting capacity. Mr. Rye joined 
the Improved Risk Mutuals in July 1932 after a long 
experience with the Western Factory Insurance As- 
sociation, the Western Sprinklered Risk Associa- 
tion and several individual companies beginning 
with the German American of Chicago in 1896. Mr. 
Rye joined the Improved Risk Mutuals a year ago 
after having served 20 years with the Factory Mu- 
tuals in both engineering and sales capacities. 


319, POSTWAR TRAFFIC SAFETY. Forty national organ- 
izations acting through the National Safety Council 
have jointly issued a comprehensive action program 
for postwar highway safety which calls for immedi- 
ate action by every community and state to meet the 
complex problems which will arise with the lifting 
of present travel restrictions. The program was 
drafted by a special committee of which Kenneth B. 
Colman prominent Seattle businessman was chairman 
and is published in the form of a 20-page booklet 
entitled "Danger — Traffic Jam Ahead." The program 
proposes greater safety in highway construction, 
competent traffic engineering service, greater 
specialization in handling traffic cases and in- 
struction in schools. 


320, NEW COMPANY. The Michigan Insurance Department 
has issued a license to Michigan Mutual Livestock 
of Lansing, the first insurer to be organized under 
an amendment of the Farm Mutual law of that state 
enacted by the 1943 legislature. It is said that 
the new company will act in close cooperation with 
Michigan Mutual Hail of Lansing and Ford S. LaNoble, 
sales manager of the latter company is president of 
the new organization. 


321, VIRGINIA APPOINTMENT. Much interest exists 
among insurance men in Virginia as to the appoint- 
ment of a successor to the late Judge Thomas W. Oslin 
of the Virginia Incorporation Commission. State 
Senator Robert 0. Norris, Jr., of Lively is the most 
likely candidate but Governor Colgate W. Darden, 
Jr., has thus far declined to indicate what action 
he may take. In case Governor Darden decides to 
appoint Senator Norris it is said that a test of the 
1944 legislative act undertaking to fix the expira- 
tion date of executive appointments to the Commis- 
sion will result. 


322. CONTROLLED BUSINESS. It is reported that the 
efforts of a group of members of the State of Wash- 
ington Association of Insurance Agents had that 
organization go on record in favor of ending finan- 
cial coercion in the matter of placing insurance 
has failed. For several years a group of Washing- 
ton agents known as the Insurance Buyers Selected 
Advisers has been attempting to enlist the agents’ 
association in an attempt to end the practice of 
financial institutions forcing clients into plac- 
ing the insurance with the institution making the 
loan. It is said that the Washington Association 
action in dropping the matter was brought about 
through threats of resignation by a small minority 
of large real estate mortgage insurance agents with- 
in the association. °* 


323. MAY REVISE LAWS. Governor J. Melville Brough- 
ton of North Carolina has named a 15-man commission 
composed of insurance men and representatives of 
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the public to study and plan legislation designed 
to bring the insurance business more definitely un- 
der state control. The commission, which has as its 
chairman Dean R. H. Wettach, Duke University law 
school and includes State Insurance Commissioner 
William P. Hodges, Attorney General Harry McMullan, 
Labor Commissioner F. H. Shuford and State Indus- 
trial Commissioner T. A. Wilson has already organ- 
ized and has announced that extended sessions will 
be held during September. Other members of the 
Commission include: Dr. Malcolm McDermott, Duke 
University Law School; Representative Frank Taylor, 
Goldsboro; Senator Brandon P. Hodges, Asheville; 
Harry B. Caldwell, Greensboro, master of the State 
Grange; Thomas H. Wright, Wilmington; Frank P. 
Spurill, Rocky Mount; Alexander Webb, Raleigh, 
president of the North Carolina Home Insurance Co.; 
Earl Johnson, Raleigh, former president of the North 
Carolina Association of Insurance Agents; S. G. 
Otstot, executive secretary of the State Associa- 
tion of Insurance Agents; Paul Dubuc of the Mutual 
Casualty Insurance Co., Greensboro; C. M. West- 
brook, Charlotte, former president of the National 
Association of Mutual Insurance Agents; Frank D. 
Diltz, Durham former actuary of the Home Security 
Life Insurance Co.; D. E. Buckner, Greensboro, ac- 
tuary of the Jefferson Standard Life, and William 
H. Gaither, general agent of the Mutual Benefit 
Life, Charlotte. 


324, DANFORTH WOUNDED. Ralph F. Danforth, assistant 
secretary of Millers National Insurance Company, an 
Illinois fire insurance company, has been advised 
by the War Department that his son Captain James A. 
Danforth formerly with the Western Adjustment and 
Inspection Company has been wounded in action in 
France. Later reports are to the effect that Cap- 
tain Danforth is recovering satisfactorily. 


325, FIRE RATE REDUCTION. Insurance Commissioner 
Lawrence E. Ensor of Maryland announces that the 
insurance-buying public of that state may confi- 
dently expect a substantial reduction in fire in- 
surance rates on all classes other than farm prop- 
erty. Commissioner Ensor has been participating in 
numerous conferences of various groups including 
the Association of Fire Underwriters of Baltimore, 
Middle Department Rating Association, Maryland 
Rating and Inspection Bureau and representatives of 
mutual fire insurance companies and states that 
favorable progress has been made in the study of 
rate reductions on residential property and con- 
tents throughout Maryland. 


326. FIRE LOSSES UP. According to estimates recent- 
ly issued by the National Board of Fire Underwrit- 
ers the fire losses in the United States during July 
wete $32,706,000 which is 30.7% more than those in 
July 1943 and 7% more than those in June of this 
year. The total for July was the highest for that 
month since 1932. 


327, EXPLOSION CLAIM. The Medical Arts Hospital of 
Dallas, Texas and others have been named defendants 
in a suit for $45,000 damages growing out of the al- 
leged explosion of an oxygen tent in the hospital 
with the resulting death of Mrs. Dora English wife 
and daughter of the plaintiffs. It is alleged that 
negligence on the part of the defendant caused a 
bursting of pipes and tubes running oxygen into the 
tent with a resulting explosion which caused the 
tent as well as the patient's bed clothing to catch 
fire. The accident seems to have no precedent. 


328, AGENT'S EXAMINATION. Commissioner Johnson of 
Minnesota has divided the state into 36 districts to 
facilitate the examination of new agents whose 60- 
day provisional period under a recent ruling of the 
Department has expired. A central point in each 
district has been designated to which all provision- 
al agents in that district must go to take the ex- 
amination on a fixed date. 


329, LARSON SELECTED. Insurance Commissioner Jess 
G. Read of Oklahoma, secretary of the National Asso- 
ciation of Insurance Commissioners has announced 
the selection of J. Edwin Larson, State Treasurer 
and Insurance Commissioner of Florida as a member 
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of the executive committee of the National Associa- 
tion to represent Zone 3. The selection of Mr. 
Larson was the result of a mail ballot among Zone 
3 commissioners. 


330. PERSONAL PROPERTY FLOATER. As the result of a 
recent ruling by Insurance Commissioner W. Ellery 
Allyn of Connecticut, fire and marine insurance com- 
panies licensed in that state may write the Person- 
al Property Floater after September 1. Commis- 
sioner Allyn's ruling is in the nature of an amend- 
ment to the Nation-wide Definition and interpreta- 
tion of the insuring powers of marine and transpor- 
tation underwriters to the extent of permitting the 
writing of the floater in Connecticut, which is the 
fifth state this year to change its rules in that 
respect. 


331. AGENTS' EXAMINATIONS. The Ohio Department of 
Insurance announces that beginning September 15 all 
questions put to applicants for licenses as fire in- 
surance agents will be taken from a new 107-page 
manual which the Department has just completed. 


332. STATE FUND COMMISSIONER. Governor Thomas Dewey 
of New York has appointed Lewis W. Friederich of 
Rochester, commissioner of the State Insurance 
Fund. Mr. Friederich who is treasurer of A. Fried- 
erich & Sons Company, general contractors of Roches- 
ter and president of Friederich Brothers Realty 
Company of Buffalo succeeds John H. Harrigan of Al- 
bany whose term expired December 31, 1943. 


333, L. D. BRILL ELECTED. At a special meeting of the 
board of directors of Northwestern Mutual Fire As- 
sociation held at Seattle August 1, Mr. L. D. Brill, 
executive vice president was elected president to 
succeed the late M. D. L. Rhodes. Mr. Brill joined 
the organization of Northwestern Mutual in March 
1910 when he took a position in the accounting de- 
partment at $40 amonth. His rise from that position 
to his present one has been steady and the result of 
a constantly enlarging knowledge of the business. 
In 1923 Mr. Brill was appointed company auditor and 
office manager and later given the title of assist- 
ant secretary. .In 1929 he was elected secretary 
and four years later treasurer with the title of 
secretary-treasurer. In 1940 he was elected a di- 
rector and in January of 1944 he became executive 
vice president. He is aman of engaging personality 
and has the loyalty, respect and confidence of the 
entire Northwestern organization as well as all 
others who know him in a business or social way. 


334, CONFLAGRATION LOSSES. The Metropolitan area 
of New York suffered four major fires during the week 
of August 6 resulting in six deaths, injury to more 
than 150 persons and losses estimated at close to 
$4,000,000. The largest of the four conflagrations 
which caused three of the deaths was at a government- 
owned pier at Hoboken, New Jersey on which no insur- 
ance was carried. The cargo involved was also gov- 
ernment-owned and uninsured. The heaviest insur- 
ance loss was on the Palisades Amusement Park on the 
New Jersey side of the Hudson River opposite Upper 
New York City. This fire accounted for three deaths 
and about 150 injured with an estimated property 
loss of about $1,000,000 with fire coverage car- 
ried in London Lloyds in four policies totalling 
$450,000. The third fire occurred at Luna Park in 
Coney Island with a loss estimated by the insurers 
at about $200,000. Insurance carried in 25 compan- 
ies totalled approximately $392,000 with an addi- 
tional $51,000 use and occupancy. The fourth fire 
consumed a block of buildings and part of the board 
walk at the resort town of Wild Wood, New Jersey, 
with damage estimated at $250,000. 


335, HARDWARE MUTUAL CHANGES. Richard J. Grant for 
24 years with Hardware Mutual Insurance Company of 
Minnesota and for the past ten years its president 
has resigned, both his position with that company 
and with Hardware Indemnity Company, its running- 
mate. It is announced that J. F. Hanson, vice presi- 
dent and treasurer of both companies will be the 
chief operating officer under a new setup with H. 
R. Caley, a successful hardware and lumber dealer 
at Elk River, Minnesota and a present director and 
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member of the executive committees of both compan- 
ies, as president. D. F. Raihle who was reported 
earlier as having resigned continues as secretary 
of both companies. 


336. BAILEY BILL PROSPECTS. Senator Hatch of New 
Mexico acting chairman of the Senate Judiciary Com- 
mittee predicts that the Bailey bill will not be 
acted upon by the Senate until after the Fall elec- 
tion. Senator Hatch expressed the opinion that 
most members of the committee feel that action on 
the bill should await the production of a program 
by the State Insurance Commissioners. 


337. FIRE RATES REDUCED. Insurance Commissioners 
Viehmann of Indiana and Duel of Wisconsin have an- 
nounced fire insurance rate reductions with the 
adoption of the new Dwelling and Contents form to 
be effective in Indiana September 15 and in Wis- 
consin October 1. Commissioner Viehmann states 
that the Indiana reductions will range from 10%% 
on suburban residences to 224% on city dwellings, 
while in the latter class on brick dwellings with 
approved roof the annual rate is cut from 18¢ to 14¢ 
with a reduction on frame, approved-roof dwellings 
to 18¢ from 22¢. Reductions also apply to summer 
cottages and apartment buildings, churches, schools 
and public buildings. Farm rates are not affected. 
The announcement of Commissioner Duel of Wisconsin 
is not specific as to the percentages of reductions 
but states they will apply to public buildings, 
churches, schools, manufacturing and mercantile 
risks, summer dwellings and dwellings and apart- 
ment houses, except dwelling properties in locali- 
ties rated eighth class in fire protection, sprink- 
lered risks and certain special hazard risks. 


338, NEW COMMISSIONER. D. D. Murphy of Columbia has 
been appointed Insurance Commissioner of South Car- 
olina to fill the unexpired term of L. G. Benjamin, 
Jr., by Governor Johnston. Mr. Murphy has been chief 
inspector in the Insurance Department since 1938 and 
succeeds William Egleston who is now in training in 
the Marine Corps, and was originally named to suc- 
ceed Mr. Benjamin when the latter entered the armed 
service. 


339. SEPARATION PROPOSED. W. M. Fambrough, presi- 
dent of the Georgia Association of Insurance Agents 
in a recent address before the annual meeting of 
that organization, recommended that insurance be 
divorced from the various functions of the office 
of the Comptroller General of that state and a sep- 
arate insurance department established. 


340, SOCIAL SECURITY PROGRAM. One of the most im- 
portant and interesting of’all referenda circulated 
ty the Chamber of Commerce of the United States is 
the one at present being considered by the member- 
ship of that organization on the subject of social 
security. The referendum consists of 21 proposed 
declarations of. policy prepared by the Social Se- 
curity Committee of the National Chamber under the 
chairmanship of Marion B. Folsom, treasurer, East- 
man Kodak Company, Rochester, N. Y. The proposed 
declarations are made up of five on general policy, 
four on old age and survivors insurance, six on un- 
employment services and unemployment compensation 
and six on medical and cash sickness benefits. The 
referendum includes a report by a committee of the 
Chamber authorized by the board of directors to pre- 
pare a negative argument, which committee had as its 
chairman W. S. Rosecrans of Los Angeles, California. 


341, HOBBS' SUCCESSOR. It is generally reported 
among casualty insurance executives that the indus- 
try favors the early appointment of a successor to 
the late Clarence W. Hobbs, who represented the Na- 
tional Association of Insurance Commissioners on 
the National Council on Compensation Insurance 
since shortly following the latter's organization. 
The consensus among insurance executives seems to 
be that at or following the December meeting of the 
Commissioners' Association a representative should 
be chosen. Several commissioners including Har- 
rington of Massachusetts and Scheufler of Missouri 
have been mentioned as possible selections. 
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342, CHARLES HUGHES RETIRES. Announcement is made 
that Charles Hughes, chief of the audit bureau of 
the New York Insurance Department and one of the best 
known figures in insurance officialdom is retiring 
under the statutory age provision in force in that 
state. It is said that Mr. Hughes expects to take 
a vacation and then may engage in security valuation 
work in a consulting capacity for insurance compan- 
ies. Mr.-Hughes was born in London in 1874, one of 
20 children and his first business connection was 
with the Sun Life of Canada at its home office. In 
1896 he came to United States to join the actuarial 
department of the Equitable Society, and in 1902 
was named actuary of the Connecticut Insurance De- 
partment, leaving that position four years later 
to become managing director of Crown Life at Tor- 
onto. He returned to New York in 1907 as chief ex- 
aminer of casualty and miscellaneosu companies for 
the State Insurance Department. In 1911 he assisted 
in forming the National Council on Compensation In- 
surance of which he became manager, later becoming 
assistant United States manager of Prussian Life 
and in 1914 returning to the New York Department as 
auditor and actuary. He is an associate of the Ac- 
tuarial Society of America, a fellow of the American 


Institute of Actuaries and of the Casualty Actuarial 
Society. 


343, SUPPORT BAILEY BILL. The National Insurance 
Committee of the National Association of Credit Men 
announces in the August issue of "Credit and Finsan- 
cial Management" a statement of policy on insurance 
and urges the members of the Credit Men's Associa- 
tion to express their views to their Senators as 
being in favor of the Bailey bill to exempt insur- 
ance from the anti-trust laws. 


344, PAUL GRACE RETIRES. Paul Grace, manager since 
1931 of the Syracuse office of Lumbermens Mutual Cas- 
ualty Company retired August 1 under the company's 
pension plan. He will be scceeded by Mr. G. M. But- 
ters, since 1941 agency manager for the company at 
Syracuse, N. Y. Mr. Grace has been with the Kemper 
company since 1926 and is widely known among in- 
surance men, especially in eastern territory. 


345, NEW FIRE COMPANY. The board of directors of the 
Standard Accident Insurance Company, Detroit, Mich- 
igan has announced that it will call a special meet- 
ing of stockholders in October for the purpose of 
taking action whereby the company will be enabled 
to enter the fire insurance field through the me- 


dium of a new company to be organized for that pur- 
pose. 


346, H. M. HARE DIES. H. M. "Hal" Hare, former man- 
ager of Northwestern Mutual Fire Association's Cen- 
tral Department died at Columbus, Ohio on August 
23 following a long illness. Mr. Hare opened North- 
western's central department in Columbus in Janu- 
ary 1934 with a territory reaching from Ohio and 
Michigan to Rhode Island and Connecticut. In 1944 
he relinquished his managerial post taking an as- 
signment for the company in Florida but continuing 
ill health caused his later return to Columbus. He 
was a veteran of World War I and active in American 
Legion affairs. He enjoyed a wide acquaintanceship 
among insurance men in the middle and northeastern 
Atlantic states. 


347, MEDICAL PAYMENTS APPROVED. Edward L. Scheufler, 
Superintendent of Insurance, State of Missouri has 
ruled that notwithstanding any previous position 
taken by his Department, the writing of medical pay- 
ments coverage, including the named assured as a 
part of the regular automobile liability policy is 
hereafter permissible in the State of Missouri. 


348, D. & C. RATE BUREAU ORGANIZED. Representatives 
of insurance carriers licensed in the District of 
Columbia at a meeting called by Commissioner Jordan 
on July 26 created a committee with power to act for 
the fire company representatives and draw up a con- 
stitution and by-laws to be presented to the Insur- 
ance Department for approval. John R. Cooney of the 
Firemen's Fund was chairman of the meeting. The 
committee which will act as governing committee of 
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the new bureau until the annual meeting of 1945 con- 
sists of the following: National Capitol Mutual 
Fire, District of Columbia; Firemen's Fidelity and 
Guaranty Fire, Great American, Pennsylvania Lun- 
bermens Mutual, Continental, Hartford Fire, North 
British and Mercantile, Travelers and Home. 


349, FLORIDA REJECTS INCREASE. The Florida Insur- 
ance Department has rejected the filing of the Na- 
tional Council on Workmen's Compensation Insurance 
which provided a 6.7% average increase in rates in 
that state and has ordered that the existing com- 
pensation rates be continued in effect for another 
year. 


350, U. S. CHAMBER OF COMMERCE. President Eric A. 
Johnston of the United States Chamber of Commerce 
has announced his appointment of the 1944-1945 in- 
surance committee of that organization. It is com- 
posed of 29 members from 18 cities and represents 
principal sections of the life, casualty, fire and 
marine insurance business. The new committee will 
meet for organization in Washington on September 21. 
James L. Madden, vice-president of Metropolitan 
Life is chairman of the committee for the third con- 
secutive year and other members are: Asa V. Call, 
president Pacific Mutual Life; Frederic C. Church, 
Jr., Boit, Dalton & Church, Boston; Rollin M. Clark, 
executive vice-president Continental Casualty; 
Fred Conklin, president Provident Mutual Life, 
Bismarck, N. D.; Marshall B. Dalton, president 
Boston Manufacturers Mutual Fire; John A. Diemand, 
Eresident North America; Esmond Ewing, vice-presi- 
dent Travelers Fire; Laurence E. Falls, vice-presi- 
dent American of Newark; Chester 0. Fischer, vice- 
president Massachusetts Mutual Life; Hovey T. Free- 
man, president Manufacturers Mutual Fire, Provi- 
dence, R. I.; W. T. Grant, president Business Men's 
Assurance; Charles C. Hannah, president Fireman's 
Fund; Charles E. Hodges, president American Mutual 
Liability; Carl N. Jacobs, president Hardware Mu- 
tual Casualty; W. Ross McCain, president Aetna Fire; 
William E. McKell, president New York Casualty; C. 
F. O'Donnell, president Southwestern Life; Herman 
J. Pelstring, president Pennsylvania Lumbermen's 
Mutual Fire; T. A. Phillips, president Minnesota 
Mutual Life; Chase M. Smith, secretary National Re- 
tailers Mutual; Harold V. Smith, president Home; 
John A. Stevenson, president Penn Mutual Life; 
Grant Taggart, California-Western States Life, 
Cowley, Wyo.; John M. Thomas, president National 
Union Fire; J. H. R. Timanus, secretary-treasurer 
Philadelphia Contributionship; John L. Train, pres- 
ident Utica Mutual; Frazar B. Wilde, president Con- 
necticut General Life, and William D. Winter, pres- 
ident Atlantic Mutual. 


351, V-DAY DAMAGE. Reports from New York and other 
large cities indicate that while the question of 
whether damage done by groups celebrating victory 
is covered under the extended coverage or riot and 
civil commotion encorsements, business concerns 
such as retail stores, hotels and other establish- 
tents having plate glass frontages are preparing 
to meet the hazard in various ways. One large New 
York store has issued comprehensive instructions 
to its employees concerning action to be taken upon 
announcement that hostilities have ceased. The 
plan contemplates the immediate closing of the ¢s- 
tablishment after the evacuation of customers and 
employees. Several such concerns have built spe- 
cial wooden shutters to completely cover street dis- 
play windows. 


352, CAR BID QUESTIONED. James A. Emmert, Indiana 
Attorney General has been asked to rule on the le- 
gality of the State Highway Commission award of a 
contract for automobile insurance totaling $9,890. - 
00 on department cars and trucks to Illinois Nation- 
al Casualty through C. Herman Pell & Son of Brazil, 
Indiana. The question arises out of the fact that 


C. Herman Pell is a Republican State Senator. The 


next lowest bid was $10,500.00 by the Auto Owners’ 
Mutual. 
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Putting the Disabled Veteran 


HARLEY L. KRIEGER, M. D.* 


Mepicat Director—Forp Motor Mepricat Dr- 
RECTOR—Forp Motor Company, Detroit, 
MICHIGAN 


EHABILITATION of the re- 
turned soldier is a growing 
problem that industry, and 

perhaps society, will have to cope 
with. Owing to the fact that World 
War II is “global,” much greater in 
size, intensity, and disabilities than 
World War I, we will have a greater 
problem in adjusting the returned 
soldier. However hard this task is, 
it will have to be tackled with intel- 
ligence and be handled systematicaily. 
These men must be returned to soci- 
ety as self-supporting members. 

The Ford Motor Company in the 
past has consistently endeavored to 
hire a cross section of the community, 
“taking on,” roughly speaking, 10% 
of its employees from disabled work- 
ers. In some communities this per- 
centage is higher, in others lower. 
These disabled workers, in the vast 
majority of cases, cause no trouble 
either from a compensation angle, 
the quality of their workmanship or 
the quantity of their production. It 
is our impression that these men, 
knowing their disabilities, are less li- 
able to accidents than normal workers 
because they will not take chances. 

We are endeavoring to handle the 
rehabilitation of the returned soldier 
just as we would handle the employ- 
ment and placing of any handicapped 
employee. In order to do this we 
have divided the returned soldiers, 
with medical discharges, into two 
groups: 

(1) Inactive—Those who have not 
been overseas, and (2) Active— 
Those who have seen overseas duty. 

In the inactive group, many of the 
medical discharges, in fact the major- 
ity, are for common, ordinary, every- 
day disabilities that do not amount to 
very much in the realm of industry, 
but yet take on a grave aspect as far 
as the armed forces are concerned. 

Of the 348 returned soldiers who 
have been placed as of October 1, 292 
are from:the Army, 38 from the 
Navy, 10 from the Marines, 3 from 
the Coast Guard and 5 from branches 
of the Service not listed by us. 
Thirty-nine of these men were dis- 
charged with a medical diagnosis of 
“flat feet.” Now you can readily see 
that all we had to do. was to reinstate 
those men on their old jobs, if pos- 
sible. If not, any job in the factory, 
other than “follow-up work,” and 
this group is. satisfied. Undouhtedly 


*Presented at Eighth Annual Meeting of In- 
dustrial Hygiene Foundation. 
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Back to Work 


Happy is the Veteran who returns unimpaired to the job 
he left to enter the armed forces 


a soldier with flat feet cannot march, 
yet he is not considered a handi- 
capped man in industry. 

On 41 of the discharge papers ap- 
pears.the diagnosis of “nervousness.” 
Not very enlightening. However, on 
talking with many of these boys we 
are of the opinion that they are not 
sc far off the beaten path. At any 
rate, reinstating these boys on their 
old jobs, surrounding them with fa- 
miliar faces and names, and perhaps 
even the old familiar noise of a ham- 
mer shop, certainly does not bring 
out any abnormal tendencies as far as 
we can ascertain. They become self- 
supporting, take their place in society 
and can be classed as rehabilitated 
soldiers. : 

One man in our’ group was dis- 
charged because of an ailergy to wool. 


He is not an industfial hazard. Many 
non-specific diagnoses were made. 

In a large percentage of the cases 
the diagnosis is definitely specific. lor 
example, 15 men were discharged 
from the Armed Forces with a diag- 
nosis of “Stomach Ulcers.” The ac- 
curacy of the diagnosis is not checked 
by us. We request a letter from a 
G. I. man (gastrointestinal physi- 
cian) and if the patient can be treated 
as an ambulatory patient then we ul- 
low him time to take his extra food 
or medicine, say at 10 A. M. and 3 
P. M. In the meantime he is placed 
on. suitable work by the Medical 
Transfer Department. 

Sunstroke, sinus infection, asthma, 
hydrocele, ruptured left ear drum, 
etc., are all examples of specific di- 
agnoses in this group. The placing 
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of these discharged men back to work 
in industry is no trouble. This group 
is easy to handle and can readily be 
placed. 

Group No. 2—The soldiers  re- 
turned from overseas duty are usual- 
ly discharged with a definite disabil- 
ity and quite frequently permanent. 
These are the men that the govern- 
ment has spent time and money in 
training. These the men who 
have seen active service. They have 
been wounded and have stayed in hos- 
pitals until their wounds have healed, 
and now present themselves for 
work. Jobs must be found for one- 
armed men, for one-legged men, for 
one eyed men and for men who have 
recovered from tropical diseases, 
from serious infectious diseases and 
from most everything that affects a 
soldier. These returned soldiers are 
just like Group No. 1, only their dis- 
ability is more definite. They, also, 
are handled by the Medical Transfer, 
only in their instance it may take 
several days to locate a suitable job. 

[ am sure that the workings of this 
department, i.e., Medical Transfer, 
are a great help to the Ford Motor 
Company, and I would like to take a 
little of your valuable time to give 
in detail the routine of this branch of 
the Medical Department. 


are 


There are ten people assigned to 
the Medical Transfer Department. 
Two men and one woman are classi- 
fied as plant investigators, and it is 
their duty to roam about the plant 
looking for special jobs available for 
handicapped employees. There are 
three men at the front desk whose 
duty is to listen to complaints, make 
notes and later in the day group these 
complaints into buildings and assign 
investigators. We have two people 
on typing, filing and keeping our “live 
files” up to date. One man is assigned 
to handle compensation cases only 
and one man is in charge. It is to be 
noted here that all of the above per- 
sonnel have ability far beyond the 
ordinary run in the art of persuading 
a foreman to take a handicapped in- 
dividual. Also assigned to the Med- 
ical Transfer are a plant physician 
and sufficient nurses and first aid men 
to handle the pre-employment exam- 
inations that the Medical Transfer 
Department may request. 

In the case of a former employee, 
one who has been handicapped and 
is returning to work, we give him a 
letter to his previous foreman asking 
“if he can use.” If the answer is 
“ves,” then that former employee is 
placed on his old job and he goes to 
work. If the answer is “no,” then 
it becomes necessary for the Medical 
Transfer Department to locate a suit- 
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able job. The prospective employee 
and the investigator now get together. 
The investigator, having at his finger- 
tips almost all of the available jobs, 
can soon take this man to a depart- 
ment that has the type of work he 
can best do and in a short time he is 
working. 

In all cases of hiring of new han- 
dicapped employees, the investigator 
personally conducts the prospective 
employee to the department foreman, 
requesting that special care be taken 
of this man. Now, one of our diffi- 
culties is in keeping track of thisehan- 
dicapped individual. Sometimes the 
individual himself is of very little 
help, as quite frequently he will re- 
auest a transfer from his foreman to 
another department, to a hazardous 
job, becomes reclassified and usually 
is up-graded financially. In order to 
prevent this, at the time of hiring a 
medical sticker is made out in dupli- 
cate. One copy goes in the Medical 
Transfer file and the other copy is 
made a part of his employment record 
and’ is inserted -by the record depart- 
ment in their live file. Whenever an 
employee is transferred to another 
department a yellow transfer -slip is 
made out and sent to the employment 
office. This yellow slip gives his old 
hadge and department number and 
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his new badge and department num- 
ber. This information must be rou- 
tinely changed on his employment 
record. This employment record has 
a medical sticker on the outside of 
the manila envelope. Consequently, 
the employment man turns this rec- 
ord back to us and then we recheck 
the man’s job. If his new job is safe 
and within his capabilities, he is al- 
lowed to stay. If not, he is handled 
much the same as when he was first 
hired and another safe job is found 
for him, and we again impress upon 
this employee that due to his handi- 
cap only certain safe jobs are avail- 
able. 

We also insist on our plant physi- 
cian becoming thoroughly acquainted 
with the jobs under his supervision. 
This necessitates that the doctors 
travel around the plant, accompanied 
by a safety inspector. 

ee @ @ 

In summary, the problem of rehab- 
ilitating the returned soldier solves 
itself by our regular policy of hiring 
and placing handicapped workers. A 
department which we have designated 
as a Medical Transfer is set up and 
maintained to specifically handle han- 
dicapped individuals. We believe this 
department to be vital and its person- 
nel must be carefully chosen. 


Through rehabilitation and proper placement the returning Veteran 
may excercise his old time knowledge and skil 
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States War Inspection Service 


A Contribution of Insurance to an Essential War Service 


ry 
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comparatively little known or 

publicized civilian war effort 

is that of the States War In- 
spection Service, more commonly re- 
ferred to as SWIS, to which both 
mutual and stock fire insurance com- 
panies have and are making a notable 
contribution in manpower of special- 
ized talent. 


With the progress of the war effort 
through 1942 and 1943 it became in- 
creasingly evident that many indus- 
trial plants which were supplement- 
ary to the war effort were not receiv- 
ing the special attention accorded to 
factories engaged in actual war pro- 
duction. Special inspection programs 
had been set up by the War and Navy 
Departments and by cooperating in- 
surance organizations to prevent fire 
and accident in war industries. In 
selecting the industries and_ specific 
plants for this attention, it was nec- 
essary to evaluate each industry or 
plant on its importance to the war 
effort and upon the possibility of se- 
curing its product from other sources 
should the plant be destroyed. 


Industries or plants whose prod- 
ucts could be duplicated from other 
sources, and those whose product was 
not directly for war purposes were 
necessarily eliminated from the in- 
spection program. The result was 
that a large number of supplementary 
plants and industries essential to civ- 
ilian welfare were left without any 
special fire and accident prevention 
inspections. This situation arose at 
a time when the plants were short of 
manpower and when accidents and 
fire fighting equipment were almost 
impossible to secure. It became ap- 
parent that some effort should be 
made to control fire and accidents in 
all essential civilian industries as well 
aS in war industries. 

Among the first to realize the nec- 
essity for some action was the Fire 
Prevention Committee of the Nation- 
al Association of Insurance Commis- 
sioners under the capable leadership 
of Judge John B. Gontrum, who was 
then Insurance Commissioner for the 
State of Maryland. Judge Gontrum 
asked the cooperation of the insur- 
ance industry in a move to supplement 
the wartime inspection program al- 
ready under way. 

During this same time, several re- 
gional offices of the Office of Civilian 
lefense were attempting to organize 
programs locally which would accom- 
plish a similar purpose. Several of 


the middle western states had inspec- 
tion programs under way to handle 
special problems: General Ulysses 
S. Grant, 3rd, of the Office of Civil- 
jan Defense, offered to cooperate 
with the Fire Prevention Committee 
of the National Association of Insur- 
ance Commissioners in working out 
a program that would supplement 
that already under way in connection 
with war plans. 


At the request of Judge Gontrum, 
a joint committee of stock and mutual 
insurance company and _ association 
officials was set up to provide inspec- 
tion facilities. The insurance indus- 
try pointed out the tremendous con- 
tribution which was already being 
made by inspection organizations and 
company inspectors and insisted that 
any new program should be set up 
so that there would be no conflict 
with existing programs. The insur- 
ance industry also specified that du- 
plication of effort should be avoided 
as far as possible and that plants un- 
der regular company or bureau in- 
spection services should not be in- 
cluded in the program. 


After several conferences between 
the Insurance Commissioners’ Com- 
mittee, officials of the Office of Civil- 
ian Defense and the insurance. indus- 
try representatives, a program was 
worked out which appeared to be sat- 
isfactory to all interests concerned. 
In each state the program was to be 
set up under a state official. In many 
cases this was the Insurance Commis- 
sioner or the State Fire Marshal. It 
was felt that the program should be 
definitely one of state and local oper- 
ation and not one to be centralized in 
Washington. The Office of Civilian 
Defense provides the list of proper- 
ties which are to be inspected. The 
exact routine for processing the in- 
spection requests and reports is 
worked out between the Office of 
Civilian Defense, the State Director 
of the States War Inspection Service, 
and an Evaluating Committee repre- 
senting the local insurance interests. 

A typical program is developed so 
that the inspection requests from the 
Office of Civilian Defense go to the 
State Director’s office, where names 
and addresses of the plants to be in- 
spected are filled in on the blank. 

These inspection blanks are then 
forwarded to the Evaluating Com- 
mittee, which consists of field repre- 
sentatives of both stock and mutual 
companies. The Evaluating Commit- 


tee, as one of its first tasks, examine 
the qualifications of the inspectors 
who had volunteered for the work. 
ach inspector was required to give 
some information regarding his ex- 
perience and qualifications so that the 
committee would be familiar with the 
type of plant he was capable of in- 
specting. 

Upon receipt of the specific Inspec- 
tion Requests, the Evaluating Com- 
nittee assigns them to the inspectors 
according to their location within the 
state and according to their qualifica- 
tions. Many of the inspectors are 
special agents or company inspectors 
who are not previously engaged in 
any specific war inspection program. 
Their response has been gratifying 
and inspections have been made 
quickly and efficiently. 

Up to the present time, about 6,000 
inspections have been made under the 
State War Inspection Service pro- 
gram and it is believed that many 
fires have been prevented as a result. 
Undoubtedly there has been some du- 
plication of inspections. In a_ pro- 
gram of this size it is impossible to 
eliminate every plant which may be 
under regular company inspection. It 
was found difficult or impossible in 
most states to assign the inspection to 
the company already carrying the in- 
surance. This problem was. satis- 
factorily worked out by assigning the 
luspections to whatever — fieldmen 
were thought to be most fortunately 
located, both as to geographical loca- 
tion and as to personal qualification 
for the inspection. 

This has proved to be a consider- 
able contribution to the protection of 
our civilian economy and constitutes a 
material contribution on the part of 
insurance companies to further the 
war effort. The inspections have been 
made almost entirely by insurance 
company representatives. The serv- 
ices of these men have been volun- 
teered by their companies and_per- 
sonally by the men themselves. The 
time is contributed by the inspectors 
and their expenses are paid by their 
employers. It is entirely a volunteer 
effort on the part of both companies 
and men. Arrangements have been 
made for inspectors to get sufficient 
additional gasoline allowance to han- 
dle the additional mileage required in 
connection with the work. Here 
again, the insurance industry has 
stepped in with a willingness and an 
enthusiasm to assist in the general 
welfare of the country. 
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What the Insurance Buyer Needs and Wants 


in Fire Insurance 


HE Spring Insurance Confer- 
ence of the American Manage- 
ment Association held in New 
York in May developed the usual 
number of interesting presentations, 
not the least of which was the address 
by W. H. Cann, Insurance Manager, 
E. R. Squibb and Sons, Brooklyn, 
New York, on “What the Insurance 
Buyer Needs and Wants in Fire In- 
surance.” 
3ecause Mr. Cann is a well-known 
figure in industry and insurance cir- 
cles and what he has to say is always 
interesting and worthy of considera- 
tion, we are publishing the substance 
of his address as follows: 
ee e@ ® 


“It cannot be emphasized too 
ereatly that insurance buyers must 
know definitely what they want. They 
can then very frequently get it. It 1s, 
however, to be noted that when they 
cannot get what they want it is some- 
times because underwriters have much 
respect for their contracts and are in- 
clined to believe that present forms 
are already designed to properly take 
care of any risk. As they see it, it is 
only a matter of convincing the buyer 
that this is so. At this point, I hasten 
to say that a very great deal of 
thought has gone into the preparation 
of these policies, clauses and endorse- 
ments. They do command respect. 
Suggestions that can be made at this 
time are surely only in the nature of 
refinements. It should be realized by 
all concerned, however, that the con- 
ditions and circumstances that deter- 
mine our needs are not static and that 
this demands great resiliency on the 
part of insurance. 

“A modern development in the fire 
policy is the extended coverage en- 
dorsement. This has been widely ac- 
cepted. In fact, I believe all prudent 
buyers of insurance buy fire insur- 
ance with the extended coverage en- 
dorsement. Certainly, so far as the 
home owner is concerned, it is a dis- 
service to him to leave it optional as 
to whether he will buy his insurance 
with or without this endorsement ; 
especially, if we can agree that only 
the uninformed or imprudent assured 
would choose to be without the ex- 
tended coverage. To leave him this 
choice is like leaving a booby trap for 
him. Even where experienced buyers 
might choose to self-insure or non- 
insure against one or more of these 
hazards, the insurance, in my opinion, 
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The needs of the insurance buyer are translated through 
the completion of forms and contract 


should be offered as a complete pack- 
age and special provision made for ex- 
cluding coverage against a particular 
hazard with a corresponding reduc- 
tion in the premium. Perhaps this 
would require approval of the State 
Insurance Departments but as it is 
cbviously in the interest of assureds 
such approval should be easy to ob- 
tain. This would be a step forward 
to the goal which I think should now 
be taking shape in’ the vision of all 
of us, to the time when a policy of 
insurance will be written on an all 
risk basis like the usual marine in- 
surance policy. 

“Getting right back to the present 
again, I believe that it is time for a 
review of the rate being charged for 
malicious damage insurance. As I 
understand it, there have been no 
losses. While many buyers will con- 
tinue to carry riot insurance, it seems 
likely that malicious damage will be 
dropped unless more realistic treat- 
ment is given to the question of rates. 
Now that reserves are established an 
effort should be made to maintain a 
volume of this insurance in force. 

“Now, before I invite your atten- 
tion to some suggestions for changes 
in the present forms of coverage, I 
want to emphasize that it is not nec- 
essary to obtain a different form to 
take care of every unusual and extra- 


ordinary proposition. It is frequently 
only necessary for the underwriters 
to thoroughly understand the prob- 
lem in advance and then for the in- 
sured to carry insurance on a valua- 
tion determined on the same basis as 
the valuation will be determined in 
the event of a claim. We followed 
this same procedure in regard to our 
horses that we use to produce serums. 
\ horse costs roughly $100 but by 
the time it is producing approximate- 
ly three months later it is worth about 
$400. In order to replace 100 pro- 
ducing horses, it is necessary to buy 
about 127 horses because a few will 
aie before producing anything and 
others of the 27 will turn out to be 
duds after three months. The cost 
of the 27 must be added to the cost 
of the 100 producers to determine 
their value. Well, we thought we had 
that one licked when one day in re- 
viewing our Use and Occupancy val- 
ues it occurred to us that some ad- 
juster might regard those horses as 
goods-in-process—we think of them 
as equipment. We had a big pow- 


wow and now we are agreed that the 
horses are goods-in-process and the 
Use and Occupancy policy was ex- 
tended to cover for 90 days instead 
of 30 days. 

“T have devoted a good part of my 
paper to the discussion of fire insur- 
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ance on raw and in-process inven- 
tories of manufacturers. I believe 
that the buyers need much more lib- 
eral treatment of the insurable risk 
here entailed; and I know that at 
least one buyer wants it. At the pres- 
ent time, we have our finished stock 
insured at sales value less unincurred 
expenses at the time of the loss. This 
means that we shall collect the same 
amount as if we had sold the goods 
in the ordinary course of business 
less the selling expenses and other 
distribution costs which will not be 
incurred because the goods have been 
destroyed. By virtue of this cover- 
age, we shall realize in respect to 
these items our net profit before de- 
duction of taxes. 


“In order to be adequately pro- 
tected from loss, our in-process in- 
ventories should be insured on the 
same basis and likewise the stocks of 
certain irreplaceable raw materials. 
If profit is included in the insurable 
value of the raw materials, the differ- 
ence in the insurable value of finished 
stock and raw materials would be one 
more unincurred expense, namely, 
the manufacturing expense. The fire 
policy covers replacement cost. When 
these materials can actually be re- 
placed, recovery under the policy at 
replacement cost fully protects the 
insured. But, when these goods can- 
not actually be replaced, it means that 
the profit which the assured would 
have realized from the sale of the 
goods has been lost. 

“To meet this situation, the under- 
writers offer either use and occupan- 
cy or profits insurance. This type 
of loss will sometimes be covered by 
a use and occupancy policy but too 
frequently the use and occupancy 
policy will not afford adequate pro- 
tection. If we have some of the raw 
materials stored at a number of dif- 
ferent locations, it may be that the 
largest possible loss would be limited 
to perhaps 25 per cent of the raw ma- 
terials inventory. Such a loss might 
not stop production at the time of a 
fire but if the supply of materials is 
definitely limited, as is the case with 
many materials today, the loss will 
eventually catch up with us and there 
will be no recovery under the use and 
occupancy policy. There is a clause 
in the use and occupancy policy that 
says remote losses are excluded. The 
word remote should refer to either 
time or space. It can hardly refer to 
location, because the location covered 
is clearly described in the policy. Re- 
mote then must refer to time. I am 
informed on reliable authority that 
this clause would probably be in- 
voked. In fact, an insurance execu- 
tive, who was a member of the com- 
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mittee of insurance executives who 
settled on the wording of the present 
use and occupancy forms, said he did 
not know what this phrase ‘remote 
loss’ meant; that one of the other 
members of the committee was re- 
sponsible for it; and while my ac- 
quaintance did not know what its 
intent was, he was sure that my ap- 
prehension was justified —that it 
would give us trouble if we had the 
kind of a loss just described. So, 
we must conclude that use and occu- 
pancy insurance does not meet our 
requirements in this particular. 

“A separate profits policy written 
by the same underwriters who are al- 
ready on the risk might meet the as- 
sured’s need for coverage. This form 
of insurance covers the net profit 
which is defined to mean the excess 
over replacement cost at the time of 
loss which the assured would have 
realized through the sale of the de- 
scribed stock had no loss occurred 
after deducting all unincurred 
charges and expenses. The under- 


-writers usually charge a rate of two 


or three times the normal fire rate 
for profits insurance. They are not 
realistic about this. Certainly, if a 
fire insurance rate is promulgated for 
contents at a given location per $100 
of insurance, what justification can 
there be for using this rate for $100 
of insurance and three times the rate 
for another $100 of insurance? 

“To us the argument that a moral 
hazard has been introduced seems to 
be pointless when they are already in- 
suring our profit on finished stock at 
one times the rate. To use the argu- 
ment that only those who want a fire 
would want profits insurance is 
reaching back hundreds of years. 
That argument, I understand, was 
unsuccessfully made against the ordi- 
nary fire insurance policy itself. Of 
course, the underwriters do not ac- 
tually say this. They merely say 
that their experience justifies the 
higher rate. I do not accept it. It 
is an example of making a rule that 
has no scientific basis and then have it 
plague the industry for years before 
sufficient light is thrown upon it to 
show that it is not well founded. 

“The problem of obtaining ade- 
quate insurance with respect to loss 
of goods-in-process may be consider- 
ably different from that in respect to 
loss of raw materials. The use and 
occupancy policy might meet the need 
fairly well when all of the necessary 
raw materials could be replaced and 
when the plant involved turns out a 
single product or a number of very 
closely related products. The use and 
occupancy protection as to loss of 
profit on goods-in-process is practi- 
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cally nil where two or more compli- 
cated plants are blanketed under the 
same use and occupancy insurance and 
are engaged in the manufacture of 
hundreds of products and where the 
same equipment is used for many un- 
related preparations. In such a busi- 
ness, there is normally a constant ex- 
pansion of plant facilities, as new 
products are being developed and 
brought out. We could lose materials 
that could put us out of the produc- 
tion of thirty preparations and still 
not have the plant idle a day. The 
only way that the actual loss might 
show up would be in less expansion 
of the plant facilities during that year 
than would have otherwise occurred. 
It might be argued that we did not 
suffer a loss, but in spite of no busi- 
ness interruption at the plant we 
would not meet the demands for these 
thirty preparations, and in respect to 
these items we would be apt to lose 
gur competitive position in the mar- 
ket. 

“In the event of a shut-down in 
departments through which there is 
an even flow of materials and the 
goods-in-process present in that part 
of the plant are destroyed at the same 
time that the machinery is damaged, 
it will probably develop that the loss 
of profit and other changes due to the 
interruption will be either greater or 
identical to the loss of the profit, etc., 
that would have been realized in the 
eventual sale of the goods destroyed. 
But, it is in the departments in the 
earlier stages of production where the 
equipment is only used spasmodically 
that the U. & O. policy does not save 
us from loss if the goods cannot ac- 
tually be replaced. 

“It should be apparent that where 
there is.a definitely limited supply of 
materials, an actual scarcity, and 
where the available materials are al- 
lotted to the manufacturers that we 
will eventually sustain a loss of profit 
if some or all of these materials are 
destroyed in a fire. The insurance 
companies have recognized the poten- 
tiality of such loss by limiting the 
coverage under the use and occupan- 
cy policy so that it will only cover 
business interruption of 30 days re- 
sulting from the destruction of raw 
stock or goods-in-process with a dis- 
proportionate charge for extending 
the period for such coverage. I be- 
lieve that the U. & O. policy would be 
less complicated and certainly the 
loss adjustments would’he simplified 
if loss due to the destruction of in- 
ventories were removed from the U. 
& O. policy entirely and the insurable 
risk taken under the fire policy. 

“Suppose I put it this way: the 
underwriters are in the business of 

(Continued on page 24) 
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The Comprehensive Personal Liability Policy 


Some Details of the Results Obtained by 
Committees Which Broadened this Coverage 


HE broad revision of the stand- 

ard provisions of the compre- 

hensive personal liability policy 
which became effective June 1, 1944 
and which was mentioned briefly in 
our issue of that month, has resulted 
in a number of questions of such a 
character as to prompt us to give our 
readers additional information con- 
cerning the work of the committees 
ef AMERICAN MUTUAL ALLI- 
ANCE and NATIONAL BUREAU 
OF CASUALTY AND SURETY 
UNDERWRITERS. 

The following are the more impor- 
tant features of the revised compre- 
hensive personal liability program: 
Basic Coverage 

The policy covers basically 
1. Coverage A—bodily injury (includ- 

ing employers’ liability) and property 
damage liability combined at a single 
standard limit of $10,000, applying on 
an “occurrence” rather than a “caused 
by accident” basis. 


and 
2. Coverage B—premises and residence 
employees medical payments cover- 

age, at a standard limit of $250 on a 

“caused by accident” basis. Premises 

medical payments coverage has been 

broadened to include accidents caused 
by any animal owned by an insured, 
away from the premises. 

The annual premium for the basic 
coverage is $10.00 countrywide 
($15.00 if incidental office, profes- 
sional or studio occupancy is in- 
volved), subject to additional charges 
for residences in excess of one and 
for employers’ liability (including 
medical payments) for residence em- 
ployees. However, no additional 
charge is made under certain circum- 
stances for occasional residence em- 
ployees. An additional charge of 
$10.00 each is also made for existing 
elevators at the residence premises. 
Insured 

The insured under the policy in- 
cludes the named insured, and if resi- 
dents of his household, his spouse 
and all relatives of either. Any per- 
son or organization legally responsi- 
ble for any animal owned by an in- 
sured is also covered by the policy. 
Premises 

The policy covers basically all 
premises where the named insured or 
his spouse maintains a residence, ex- 
cept business property and farms. 
Such premises in excess of one are 
charged for annually at $3.00 each, 
standard limits. 

In other respects the definitions of 
premises and business property re- 


main unchanged, except that medical 
payments coverage (Coverage B) is 
extended to include accidents occur- 
ring on premises where any insured is 
temporarily residing, if not owned by 
an insured, and on vacant land owned 
by or rented to an insured, other than 
farm land. 

Employers’ Liability 

(including medical payments) 
Employers’ liability coverage (in- 

cluding medical payments) is pro- 
vided basically for residence employ- 
ees of the named insured or his 
spouse. Such coverage is not pro- 
vided basically for any other insured 
except as to employees while engaged 
in assisting such insured in his per- 
sonal sports activities. 

The distinction between inservants 
and outservants is eliminated. The 
premium basis for this coverage is 
as follows: The full manual rate ap- 
plies to each residence employee of 
the named insured or spouse if a fair 
estimate of the time of his employ- 
ment is more than one-half of the 
customary full time. For other resi- 
dence employees working on a part- 
time or occasional basis, the time of 
employment is aggregated. If the 
aggregate time of all occasional resi- 
dence employees is more than one- 
half, but not more than one and one- 
half of the customary full time of 
one residence employee, a charge is 
made for one residence employee; if 
more than one and one-half but not 
more than two and one-half, a charge 
is made for two residence employees, 
etc. No charge is made if the aggre- 
gate time of all occasional residence 
employees is not more than one-half 
of the customary full time of one 
residence employee. Casual employ- 
ees are disregarded in the determina- 
tion of premium charge for part-time 
or occasional residence employees. 

Employers’ liability (including 
medical payments) coverage must be 
excluded from the policy if any 
workmen’s compensation insurance 
for residence employees is carried by 
any company. 

Optional Coverages 
Coverage for the following may 

be provided by endorsement for addi- 

tional premium charges: 

1. The liability of members of the 
household other than the named in- 
sured or his spouse or relatives of 
either, for an additional annual charge 
of $3.00 each, standard limits. 


One and two family dwellings rented 
by any insured to others for residence 


te 


purposes, or maintained by a resi- 
dent of the insured household other 
than the named insured or his spouse, 
on a specific location basis. The ba- 
sic policy coverage and limits apply 
to such dwellings except that prem- 
ises medical payments and elevator 
coverage is optional with respect to 
each such dwelling. 

3. Employers’ liability coverage (includ- 
ing medical payments) for residence 
employees of members of the house- 
hold other than the named insured or 
his spouse. The premium basis is 
the same as for residence employees 
of the named insured or spouse, ex- 
cept that a charge of one-half the 
rate for one residence employee is 
made if the aggregate time of all 
such occasional residence employees 
is not more than one-half of the cus- 
tomary full time of one residence em- 
ployee. 

4. Medical payments coverage for acci- 
dents arising out of the insured’s ac- 
tivities away from the _ premises. 
Rates are named for the individual 
risk upon submission. 

Exclusions 
The exclusions previously appli- 

cable for comprehensive personal li- 
ability insurance apply except as fol- 
lows: 
1. Watercraft. The exclusion relating 
to watercraft is amended so that cov- 
erage is provided for all watercraft 
not exceeding twenty-one feet in 
length, except inboard motorboats, in 
addition to canoes and rowboats. 

Elevators. 

eliminated. 

3. Property Damage. This exclusion is 
amended editorially to read: “injury 
to or destruction of (a) property 
used by, rented to or in the care, 
custody or control of the insured, or 
(b) premises alienated by an insured 
out of which the accident arises.” 

4. Employers’ Liability. The exclusion 
relating to residence employees en- 
gaged in structural alterations, new 
construction or demolition operations 
has been eliminated. The exclusion 
“any person to or for whom benefits 
are payable under any workmen’s 
compensation law .’ relating to 
residence employees has been elim- 
inated under Coverage A. 


to 


The elevator exclusion is 


Increased Limits 

The limits of liability for all ex- 
posures covered by the policy must be 
uniform for Coverages A and B. A 
new increased limit table has been 
adopted for Coverage A. Coverage 
3 may be purchased for higher uni- 
form limits at specified increments. 


Treatment of Existing Policies 
Any outstanding policy may be con- 
verted to the new form of compre- 
hensive personal liability policy as of 
a date not earlier than June 1, 1944. 
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Accidents -- A National Challenge 


*The continuing number and severity of America’s 
accidents call for renewed efforts in prevention 


HE 1943 accidental death toll 

was 97,500, an increase of 

about 2 per cent from 1942. 
During the preceding decade this 
death total was exceeded in five years 
—the highest, in 1936, was 110,052 
—while in the other five years the 
total was lower, ranging down to 
90,932 in 1933. However, the death 
rate per 100,000 population of 72.3 
is lower than the rates since 1900 in 
all but six years. 

Accidental injuries in 1943, caus- 
ing disability beyond the day of the 
accident, numbered approximately 
10,100,000. About 350,000 resulted in 
some permanent disability, ranging 
from a finger amputation to perma- 
nent, complete crippling. 

Accident costs totalled approxi- 
mately $4,900,000,000, including wage 
loss, medical expense, overhead costs 
of insurance, property damage in 
motor vehicle accidents and_ fires, 
and the so-called “indirect” costs of 
occupational accidents. 

The most important single type of 
accidental death in 1943 was falls, 
replacing motor vehicle accidents 
which for twenty years resulted in 
the largest annual death total. Deaths 
from falls numbered approximately 
27,400. The death rate per 100,000 
population was 20.3, an increase of 
7 per cent from 1942. The total rise 
since 1933 amounted to 17 per cent. 

It cannot be too strongly empha- 
sized that war-time restrictions have 
not solved the traffic accident prob- 
lem. Nearly 1,000 more persons 
were killed on the nation’s streets 
and highways in the last quarter of 
1943 than in the same quarter of 
1942. During the same period the 
death rate climbed from 11.2 to 14.0 
—a 25 per cent increase. It appears 
that the country is already faced 
with the problems raised by a return 
to pre-war driving habits, plus de- 
terioration of vehicles and road sur- 
faces. The trends of many variables 
turned downward after Pearl Har- 
bor, and war-time conditions have 
brought about considerable changes 
in the nature of the traffic problem. 
Nevertheless, the overall picture is 
much the same as it was before the 
war—unsafe acts of drivers and ped- 
estrians still cause most of the traffic 
accidents. 

Motor vehicle fatalities in 1943 
dropped 41 per cent from 1941, while 


*All material from 1944 edition of ‘‘Accident 
Facts” published by National Safety Council, Inc, 





Photo by Acme 
While war-time restrictions have reduced the number of cars in service 
accidents continue to increase 


mileage decreased 33 per cent; there- 
fore, the mileage death rate de- 
creased. However, when the neces- 
sary adjustments have been made for 
comparability of 1941 and 1943 death 
totals in terms of mileage exposure, 
it is found that the record for the 
two years was identical. 

Rural deaths in 1943 were 2 per 
cent higher than rural deaths in 1941 
adjusted to mileage exposure of 1943, 
whereas urban deaths in 1943 were 
2 per cent lower than 1941 urban 
deaths adjusted to 1943 exposure. 

War-time changes in deaths and 
mileage were not uniform in various 
sections of the country. The 1941- 
43 percentage changes were as fol- 
lows: 


Mileage 

Mileage Deaths Rates 

N. Atlantic _-—42% —38% + 7% 
S. Atlantic —34 —43 —l4 
N. Central —31 —50 =< 25 
S. Central —26 —43 —23 
Mountain —27 —47 —27 
Pacific —27 —30 — 4 


Night fatalities in 1943 were 13,- 
800 as compared with 17,000 in 1942 
—a 19 per cent decrease. Day acci- 
dent fatalities were 15 per cent be- 
low the 1942 figure. From 1941 to 
1943, also, day fatalities had the 
larger decrease—dropping 44 _ per 
cent—compared with a decrease of 





40 per cent in night fatalities. It ap- 
pears that a reduction of deaths as- 
sociated with night pleasure-driving 
was partially offset by accidents re- 
sulting from essential night driving. 

A sharp downward trend was re- 
ported for passenger cars involved in 
fatal accidents. The decrease for the 
two-year period 1941 to 1943 was 53 
per cent, compared with an 11 per 
cent decline in truck fatalities. Taxis 
and buses involved in fatal accidents 
during the same period increased 100 
per cent and 80 per cent, respectively. 
Motorcycles dropped 47 per cent 
while other types of motor vehicles 
declined 33 per cent. From 1942 to 
1943 passenger cars in fatal accidents 
decreased 23 per cent, trucks in- 
creased 3 per cent, taxis increased 50 
per cent, and buses increased 29 per 
cent. 


The percentage of fatal accidents 
which involved a defective vehicle in- 
creased from 8 per cent in 1941 and 
10 per cent in 1942 to 15 per cent in 
1943. One-third of the defects were 
reported as defective brakes. Reports 
of state. traffic authorities show that 
more than twice as many fatal acci- 
dents are due to excessive speed as 
to any other factor. 
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COMMISSIONERS 
DECLARE POSITION 


(Continued from page 9) 
it has rendered to the public. No 
industry could have thrived to the 
extent that the insurance industry 
has, nor could the public have gained 
as it has, if either the philosophy or 
administration of state regulation had 
been unsound. f 
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Recommendations  ° 

The sub-committee recommends as 
follows: 

1. The enactment by Congress of 
affirmative legislation under the com- 
merce clause of the “Constitution by 
which it formulates its own policy 
and establishes its own rule to the 
effect that the regulation and taxation 
of the insurance business shall con- 
tinue in the several states. 

2. An appropriate amendment to 
the Federal Trade Commission ‘Act 
eliminating the insurance business 
from the scope of that act. We base 
this recommendation upon the fol- 
lowing considerations : 

The several states are empowered 
to deal with improper practices. To 
permit the Federal Trade Commis- 
sion to exercise the same power 
would mean either duplication or 
overlapping of the same functions. 
Furthermore, in view of the present 
trend to expand the area of what 
constitutes interstate commerce, the 
Federal Trade Commission might 
well preempt this field to the exclu- 
sion of the states. The public inter- 
est requires that wherever possible 
the functions of government be ex- 
ercised by that unit of government 
closest to the people. In this instance 
it is manifest that the insurance de- 
partments of the various states are 
far closer to the problem and better 
able to serve than a detached central 
bureau. 

3. An appropriate amendment 
eliminating the insurance business 
from the scope of the Robinson-Pat- 
man Act. We base this recommenda- 
tion upon the following considera- 
tions: 

(a) The Clayton Act, as amended 
by the Robinson-Patman Act, by its 
language is intended to apply to 
commodities. Recourse to the Con- 
gressional debates preceding its en- 
actment shows that it was never in- 
tended to apply to the insurance busi- 
ness. Indeed, this recommendation 
is made from an excess of caution to 
prevent a strained construction of the 
word “commodities” in the act to in- 
clude insurance. 

(b) One provision of the Clayton 
Act as amended by the Robinson- 
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Patman Act prohibits the payment of 
commissions to a broker, a practice 
long recognized in the insurance in- 
dustry. It is manifest that Congress 
never intended to bar the payment 
of commissions under such circum- 
stances. 

4. An appropriate amendment to 
the Sherman and Clayton Acts 
which are regarded as-non-regulatory 
excluding from the prohibitions 
thereof all reasonable cooperative 
procedures necessary and incidental 
to the establishment of statistical rate 
bases, rates, coverages and related 
matters. We base-this reconymenda- 
tion upon the following considera- 
tions : 


The objective of the anti-trust acts 
is that competition shall be free and 
unfettered. The courts have said 
that'agreements to fix prices, no mat- 


ter how benevolent or well inten- 
tioned, are illegal per sc. Experience 
has demonstrated that unrestricted 


competition in the insurance business 
is not in the public interest. Prac- 
tically every state in the Union has 
upon its statute books provisions pro- 
hibiting unfair discriminations in 
rates. If unfair discrimination is to 
be avoided, there must be reasonable 
uniformity in the rates. Such uni- 
formity can be obtained only by co- 
operation in obtaining statistical data 
and in the promulgation of rates 
based thereon. This result can be ob- 
tained only through concert of action. 

The fire, casualty, surety and in- 
land marine aspects of the insurance 
business differ widely from life in- 
surance. In life insurance the gross 
rates are based upon a number of 
factors, including mortality tables. 
Mortality tables are based upon the 
certainty that everyone must die, the 
time of death being, the only uncer- 
tainty. In the other fields of insur- 
ance there is no guarantee that the 
contingency insured against will oc- 
cur at all. As a result rates in these 
other fields can be estimated with a 
lesser degree of certainty. 

Since rates in these other fields are 
based upon the law of averages it is 
manifest that the broader the statis- 
tical base the more accurate the av- 
erage. The experience of individual 
companies is seldom a reliable guide 
for rate-making purposes. The struc- 
ture of the fields of insurance under 
discussion is based upon these facts 
of common knowledge. Furthermore, 
many states have by statutory enact- 
ment insisted that companies act in 
concert for the purpose of collecting 
statistical data for rate making in 
these other fields in order to utilize 
these established principles—princi- 
ples, we may add, which are wholly 





inconsistent with the unrestricted 
competition contemplated by the fed- 
eral anti-trust laws. For clarity we 
point out that in so-called rate regu- 
lated states the statutes provide that 
the rates shall be neither excessive, 
inadequate, unfair or unreasonable, 
and appropriate provision is made for 
deviation from the rate structure for 
companies showing a _ justification 
therefor. 

There is a further distinction be- 
tween life companies and other types 
of insurers. In the life companies 
the element of cost can be fixed with 
such a high degree of mathematical 
certainty that to sell below the prop- 
er rate is to invite insolvency. In 
other lines of insurance there might 
be a temptation upon the part of some 
underwriters to assume that the con- 
tingency insured against will not oc- 
cur. This has been known to result 
in inadequate rates and eventual in- 
solvency or sharp claim practices.: It 
is the function of the various state 
insurance departments to prevent 
these consequences which might hap- 
pen if the open competition contem- 
plated by the anti-trust acts were 
permitted. 


Furthermore, history has demon- 
strated that under unrestricted com- 
petition small enterprise is at a seri- 
ous disadvantage. Under cooperative 
rate-making methods the small in- 
surance company is in a position to 
maintain its competitive standing, a 
result which by its very nature sup- 
ports the continued existence of small 
companies and new insurance enter- 
prise. 

For these and other reasons this 
sub-committee believes it would be a 
mistake to permit or require the un- 
restricted competition contemplated 
by the anti-trust laws to apply to the 
insurance business. To prohibit com- 
bined efforts for statistical and rate- 
making purposes would be a_back- 
ward step in the development of a 
progressive business. We do not re- 
gard it as necessary to labor this 
point any further because Congress 
itself recently recognized the neces- 
sity for concert of action in the col- 
lection of statistical data and rate 
making when it enacted the District 
of Columbia fire insurance rating act. 

The action of the sub-committee in 
making this recommendation should 
by no means be construed as condon- 
ing any oppressive or destructive 
practices. It is obvious that any such 
practices are not in the best interests 
of either the insurance industry or 
the insuring public. 

We therefore recommend the im- 
mediate enactment of remedial legis- 

(Continued on page 24) 











Presumption in 


ECENT articles appearing in 
the insurance press concern- 

»* ing the case of Harding v. 
American Insurance Company which 
was decided by the United States Dis- 
trict Court for the Eastern District 
of Louisiana on September 27, 1943 
have excited considerable interest 
among insurance underwriters and 
claims men. The reason for the dis- 
cussion of the matter at this time is 
the fact that the decision was recently 
affirmed by the Circuit Court of Ap- 
peals, Fifth Circuit, 142 Fed. 2d. 257 
(1944) which wrote only'a memoran- 
dum opinion that did not discuss the 
facts or the law. 

The opinion of the District Court 
which is reported in 5 Fire and Cas- 
ualty Cases 187 is of interest. The 
policy involved was a statutory Lou- 
isiana fire policy. A five-day can- 
cellation notice was mailed to the pol- 
icyholder by ordinary first-class mail. 
A receipt for its deposit in the mail 
was obtained by the insurance agency 
which sent it. The agency’s return 
address appeared on the envelope. 
Other pieces of mail had been sent to 
the policyholder previously. These 
were chiefly letters dunning him for 
premiums. No piece of mail was re- 
turned to the sender. : Only the pol- 
icyholder and his wife lived. at his 
address. About six months after the 
cancellation notice was sent, the prop- 
erty burned. 

The case was tried without a jury. 
The judge held that there was a 
strong presumption that the policy- 
holder had received the cancellation 
notice. He held that the plaintiff had 
failed to rebut the presumption. The 
court said: 

“The testimony that plaintiff gave, 
in such attempted rebuttal, was 
vague, vacillating and unimpressive, 
and definitely suggested studied effort 
on his part to maintain, if possible, 
the continued legal existence of the 
policy under which he was seeking 
to recover, without his being put to 
the necessity of denying, outright, his 
having received the policy cancella- 
tion notice at issue; and the same 
holds true as to all of his testimony 
relating to the regular monthly state- 
ments, the three letters * * *. He did, 
finally, definitely swear that he did 
not receive the particular policy can- 
cellation notice herein issued, but that 
statement, in view of the character of 
his testimony as a whole, carries no 
more conviction of its truthfulness 
as to the receipt or nonreceipt of pol- 
icy cancellation notice than does his 
testimony to the effect that he was 
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Cancellations 


under the belief that all insurance 
premiums contracted to be paid by 
him had actually been fully paid and 
satisfied.” 

Plaintiff’s action was for recovery 
of a $4,000 loss, plus 12% as dam- 
ages and 10% as attorney’s fees. The 
court dismissed the action. It was 
upheld by the Circuit Court of Ap- 
peals. 

The question insurance men will 
ask is: Can policies now be cancelled 
safely by the use of ordinary mail, 
with a postmaster’s receipt for de- 
posit of a letter into the mails? 

The answer is that such cancella- 
tion procedure is not considered very 
safe. In the case of all policies which 
require actual notice ‘to the policy- 
holder in order to effect cancellation, 
the use of registered mail, return re- 
ceipt requested, appears to be so 
much safer that it would rule out the 
use of ordinary mail. 

In the Harding case the presump- 
tion in favor of the receipt of a piece 
of ordinary mail is held by the court 
to be a rebuttable presumption. In 
short, this means that a case of this 
kind hinges entirely on whether the 
judge, or a jury, will believe the pol- 
icyholder. Belief that a cancellation 
notice has been mailed does not rule 
out belief that it was not received. 

It is much safer for a company to 
have evidence in its files which goes 
beyond proof of the posting of a let- 
ter and its nonreturn to the sender. 
Since it is within the power of com- 
panies to secure the policyholder’s 
signature acknowledging receipt of a 
registered letter, or, if he refuses to 
accept a piece of registered mail, to 
get personal service, it seems foolish 
to rely on cancellation notices sent by 
ordinary mail. 

The amount of money involved in 
the Harding case, hinging as it did 
on the ability of the plaintiff to make 
the court believe that possibly the 
cancellation notice was lost in the 
mails, seems a good deal to stake on 
the savings resulting from the use of 
ordinary mail instead of registered 
mail. One might speculate that the 
policyholder would not have tried to 
collect on a_ policy cancelled six 
months before the fire, if the com- 
pany had had his signed receipt for 
the piece of mail which contained the 
cancellation notice. 

Taken all-in-all the Harding case 
seems to argue for company insist- 
ence on the use of the very best can- 
cellation procedure in every cancel- 
lation. 
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FIRE A NATIONAL 
MENACE 


(Continued from page 7) 
one of the following causes: Rub- 
bish, Defective Chimneys, Sparks on 
Flammable Roofs, Defective Heating 
Equipment, Careless Smoking and 
Use of Matches, Flammable Liquids, 
[electrical Defects. 

Most dwelling fires are prevent- 
able. A room-by-room check should 
be featured during Fire Prevention 
Week, and householders should ob- 
serve the following points: 

(1) Check from cellar to attic, in- 
side and outside buildings, for rub- 
bish and remove it promptly. Rub- 
bish is a double fire hazard: it may 
ignite spontaneously, or it may serve 
as quick fuel for a stray spark. Send 
it to your salvage committee or, if 
entirely worthless, burn it in a cov- 
ered wire incinerator as far from 
buildings as possible. 

(2) Oily rags, like rubbish, may 
ignite spontaneously. Burn them if 
practical; otherwise store them in 
closed metal containers. Paints, too, 
should be kept tightly covered. 

(3) Heating systems should be 
examined for cracks or other defects, 
soot, or clogging in chimneys and 
flues. Repairs should be made 
promptly. Make sure that no com- 
bustible material, including wood- 
work, is exposed to heat. 

(4) Keep ashes in covered metal 
containers; shield fireplaces with 
screens. 

(5) Replace weather-worn flam- 
mable wood shingle roofs with fire- 
resistant roofing. 

(6) See that ample ash trays are 
available wherever smoking is per- 
mitted, and that careful smoking hab- 
its are cultivated by all members of 
the family. 

(7) Put matches in metal contain- 
ers, out of the réach of small chil- 
dren. Use a flashlight for temporary 
illumination. 

(8) Use great care with any flam- 
mable liquid brought into the home 
for any purpose. Do not use flam- 
mable cleaning fluids. A correctly 
built fire needs no kerosene. 

(9) Replace frayed electric cords, 
have defective electrical equipment 
replaced or repaired by a competent 
electrician, check the fuse box to see 
that proper fuses are installed, and 
see that lamp shades are a safe dis- 
tance from electric light bulbs. 

(10) Recharge fire extinguishers 
and put them where they will be read- 
ily accessible if a fire should break 
out. 

Every Fire is Preventable 
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MUTUALS ON 
STATE REGULATION 


(Continued from page 6) 
resentative of the other party. In 
the insurance business it has been a 
long and well-established practice for 
a company or agent to pay a commis- 
sion to an insurance broker if a brok- 
er negotiates the contract, the insur- 
ance broker being a representative of 
the buyer. This practice has never 
been criticized and the Robinson-Pat- 
man amendment was never intended 
to apply to the insurance business 
when the law was enacted. 

For the above reasons, we believe 
the act should now be amended to 
provide that insurance is not a “com- 
modity” nor “goods, wares or mer- 
chandise.”’ 

+ e = 


HE Clayton Act forbids, under 
a caine circumstances, (15 USC, 
§ 19) any person from being a di- 
rector in two or more corporations if 
such corporations are or have been 
competitors. 

In the insurance field interlocking 
directorates are a practical necessity. 
A major need is underwriting capac- 
ity for insuring the larger risks, or 
for covering a variety of hazards. 
Due to charter power limitations or 
to the desires of various trade groups, 
many companies are specialists to a 
large degree. In order to provide a 
comprehensive insurance service a 
group of companies may work in 
affiliation. In some instances 
they join in the issuance of a com- 
hination policy, a policy in which each 
company writes a percentage of the 
total risk or one or more coverages 
in the contract. Under such circum- 
stances, some persons may be direct- 
ors of more than one company. The 
interlocking directorates of insurance 
companies are a natural result of the 
need for underwriting capacity and 
should not be prohibited. 
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HE above suggestions are not 

necessarily a complete program 
of Federal legislation needed to de- 
lineate those areas within which state 
regulation should be exclusive and 
those within which the Federal Gov- 
ernment should operate. This is a 
matter for long study. They will, 
however, afford a framework within 
which at least some of the essential 
activities of the business can be con- 
ducted without constant fear and un- 
certainty during the period of study 
and adjustment. 

* 2 e 

HE proposals of this memoran- 

dum may be summarized as fol- 
lows: 


JouRNAL OF AMERICAN INSURANCE 


1. Immediate Federal validation of 
rate making and allied activities 
by voluntary organizations or 
combinations of companies when 
rates and rules so made must be 
approved, by state authority, or 
filed subject to disapproval, be- 
fore use. 


to 


Immediate amendment of Federal 
acts to remove uncertainties and 
to allow certain practices of the 
insurance business in the public 
interest which might otherwise be 
contrary to law. 

3. Temporary suspension of the Fed- 
eral anti-trust laws and the Fed- 
eral Trade Commission Act for a 
fixed period (to July 1, 1947) to 
allow a transition period during 
which the states may establish 
regulatory laws in accordance 
with the pattern to which carriers 
must conform at its close, and to 
provide a period during which the 
insurance industry may make fur- 
ther study and recommendations. 





WHAT THE INSURANCE 
BUYER NEEDS 


(Continued from page 19) 

buying risks or losses if you will. 
They take all the others that they are 
familiar with. When we discover 
that another type of loss has become 
important enough for us to want to 
sell it, they should not shrink from 
it. They should not insist that we 
make it fit into their old market 
basket. 

“To my mind, there appears an ad- 
ditional and very important reason 
why goods-in-process as a subject for 
insurance should be lifted from the 
U. & O. policy antl covered in the 
same manner and in the same con- 
tract with the finished goods. The 
distinction or line that can be drawn 
between goods-in-process and_ fin- 
ished goods is vague and is a contro- 
versial subject. The opinions range 
all the way from the one that prod- 
ucts, on which all manufacturing 
processes are completed and which 
only require bottling, are finished 
goods to the opinion that goods in 
their individual containers and _ that 
only await labeling are still goods-in- 
process. 

“To sum up, in those plants where 
the destruction of part of the mate- 
rials on hand is not apt to stop the 
plant but will result in a direct loss of 
profit, then the physical damage pol- 
icy should be made to cover the great- 
er insurable value including the prof- 
it at the same rate per $100 for the 
whole insurable value.” 





COMMISSIONERS 


(Continued from page 22) 


lation to accomplish the recommenda- 
tions hereinbefore set forth. Failure 
to provide such immediate legislative 
relief will be contrary to the best in- 
terests of the American people and 
the insurance industry. 

These recommendations if enacted 
into law (a) will stabilize the indus- 
try, as a consequence of which the 
public will gain; (b) will reduce pos- 
sible conflicts between the sphere of 
federal influence and state regula- 
tion; and (c) will enable insurers to 
perform their necessary public func- 
tions. 

In any business as large and as 
complicated as insurance, it is mani- 
fest that no legislative program can 
meet every conceivable contingency 
or development which may material- 
ize. We have not been unmindful of 
that fact in making the foregoing 
recommendations. Fundamentally, 
they are designed to provide a frame- 
work upon which immediate legisla- 
tive relief may be obtained. 

The sub-committee also 
mends: 

(a) The continuing and progres- 
sive development of the existing sys- 
tem of state regulation. 

(b) That the Insurance Commis- 
sioners of the several states recom- 
mend that their respective Attorney 
Generals give favorable consideration 
to the submission of briefs amicus 
curiae in support of a petition for re- 
hearing by the United States Su- 
preme Court of the case of United 
States v. South-Eastern Underwrit- 
ers Association, decided June 5, 1944. 

This is consistent with the action 
of the National Association of In- 
surance Commissioners when, in full 
assembly at its June, 1944 meeting, 
it unanimously made a similar recom- 
mendation. Subsequent events have 
demonstrated that the apprehensions 
of the various Commissioners at that 
time were well founded, and that the 
problems and dislocations flowing 
from the decision are far greater than 
the majority of the Supreme Court 
contemplated at the time the opinion 
was handed down. 

A number of other matters was 
brought to the attention of the sub- 
committee, such as an approach to 
the general problem by means of a 
constitutional amendment as well as 
the subject of joint stock ownership 
and interlocking directorates. The 


recom.- 


sub-committee did not have oppor- 
tunity to examine these matters suf- 
ficiently to express definite conclu- 
sions at this time; however, the sub- 
committee will continue to explore 
these and other relevant subjects. 
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H PROTECTION + PREVENTION = MORE PRODUCTION 


a Conclusive proof of the correctness of this equa- Reductions in accident ratios have a direct, favor- 
1] tion is found in the Safety records of our Work- able effect upon Workmen’s Compensation insur- 
©, men’s Compensation policyholders. Case histories, ance rates... and in such cases sizeable savings in 
n- on many types of industries, reveal substantial re- premium costs also accrue to our policyholders. 
0 ductions in lost man-hours brought shout through = pas of results obtained by businesses similar 
ns the use of the complete accident-prevention serv- es : 

at ice furnished, at no extra cost, by this Company. © FONE ONE wane See Sees pen af 
“a : frag Protection and Prevention are available for your 
1g Aside from these important savings which increase examination. Before you buy or renew your Work- 
Meat productive time, our Safety Engineering service men’s Compensation insurance, get full particulars 
rt makes additional savings for policyholders. at no obligation. Call or Write. 


‘ MICHIGAN MUTUAL LIABILITY COMPANY 


b- 163 Madison Avenue, Detroit 26, Michigan 
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u- ASSOCIATED GENERAL FIRE COMPANY 


b- it writes Fire Insurance and Allied Lines 
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Workmen’s Compensation Automobile General Casualty Insurance 

















In the nerve-racking job of advancing in the 
face of unforeseen hazards, fighting men know 
that constant alertness is vital. It is vital, too, 
in safeguarding the interests of policyholders— 
and nowhere is it more soundly and efficiently 
embodied than in Hardware Mutuals policy 
back of the policy. 

The policy back of the policy is simply a way of 
doing business which, for over 30 years, has made 
the interests of policyholders our first considera- 
tion. To hundreds of thousands of policyhold- 
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ers it has meant the best possible protection— 
with full standard policies—at the lowest possi- 
ble cost, in all lines of casualty and fire insurance. 


It has also meant the time and trouble saving 
convenience of dealing with experienced, full- 
time representatives; and as a result of constant 
care in the selection of risks, substantial dividend 
savings have been returned to policyholders each 
year. These dividend savings now total over 
$87,000,000.00 


FEDERATED HARDWARE MUTUALS Hardware Mutuals 


Hardware Dealers Mutual Fire Insurance Company, Home Office, Stevens Point, Wiscomin 


Mural Impleneet and Handwere loanence Conpeny, Home Of, Ovations, Mieaewa Stevens Point, Wis. * Owatonna, Minn. * Offices Coast to Coast 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office, Stevens Point, Wisconsin 


LICENSED IN EVERY STATE 


Compensation, Automobile and other lines of non-assessable 


CASUALTY AND FIRE INSURANCE 














